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NOTICES OF PROPOSED RULEMAKING

Unless exempted by AR.S. § 41-1005, each agency shall begin the rulemaking process by 1st submitting to the Secretary of
State’s Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking that contains the pream-
ble and the full text of the rules. The Secretary of State’s Office publishes each Notice in the next available issue of the Register i
according to the schedule of deadlines for Register publication. ;

Under the Administrative Procedure Act (A.R.S. § 41-1001 et seq.), an agency must allow at least 30 days to elapse after the
publication of the Notice of Proposed Rulemaking in the Register before beginning any proceedings for adoption, amendment,
or repeal of any rule. AR.S. §§ 41-1013 and 41-1022,

NOTICE OF PROPOSED RULEMAKING

TITLE 3. AGRICULTURE

CHAPTER 2. DEPARTMENT OF AGRICULTURE

ANIMAL SERVICES DIVISION
PREAMBLE
1. Sections Affected Rulemaking Action

R3-2-701 Repeal

R3-2-701 New Section
R3-2-702 Repeal

R3-2-702 New Section
R3-2-703 Repeal

R3-2-703 New Section
R3-2-704 New Section
R3-2-705 New Section
R3-2-706 New Section

2. The specific autherity for the rnjfemaking, including both the authorizing statue {general) and the statutes the rules are
Authorizing statute: AR.S. §§ 3-1203(D), 3-1337

Implementing statute: A R.S. §§ 3-1203, 3-1331, 3-1348
3. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: Shirley Conard, Rules Specialist
Address: Department of Agricuiture
1688 West Adams, Room 124 -
Phoenix, Arizona 85007 §
Telephone: (602) 542-0962 '
Fax: (602) 542-5420

4. Anexplanation of the rule. including the agency’s reasons for initiating the rule:
This rulemaking removes outdated references to the ‘Livestock Board’, repeals information found in statute, corrects a statute

reference, clarifies when livestock must be inspected by a livestock officer, adds self-inspection procedures for dairy cattle and
feedlots, and clearly establishes the general requirements for all types of self-inspection procedures.

R3:2-701. Department Livestocl Inspection. This rule explains when a livestock officer or inspector will inspect cattle. |

R3-2-702. Livestock Self-Inspection. This rule establishes the eligibility and general requirements for self-inspection, This &li- A
gibility is based upon the number of animals established in AR.S. § 3-1340(A) allowing livestock owners to transport their ani-
mal without receiving an inspection.

R3-2-703. Self-inspection For Cattle Destination,
R3-2-703. Self-inspection Far Sheep, i

R3-2-706. Self-inspection For Dairy Cattle or Feedlots. These rules allow efficient, vet documented, instate movement of cattle
to sale-barns, feedlots and slaughter establishments.
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R3:2-704. Seif-inspection For Pastur to Pasture. This rule establishes ‘cab cards’ for ranchers or operators transporting cattle
within a ranching unit or between their ranching units. The cab card contains the owner’s name, brand, and the inspection dis-
trict, and aliows for the free movement of the rancher’s cattle within that inspection district. Once the rancher or operator con-
tacts Department’s dispatch of the cattle movement, dispatch will notify the officers in the district of origin and destination of
the cattle movement. The dispatcher will complete 2 Notice of Cattle Movement and maintain a data base record of the transac-
tion.

5. Ashowing of good canse why the rule is necessary to promote a statewide interest if the rule will diminish 2 previous grant of
authoritv of a political subdivision of this state;
Not applicable.

6. The preliminary summary of the economic, small business and consumer impact statement:

The Department has been meeting with the livestock industry to discuss livestock self-inspection in an effort to improve the effi-
ciencies and effectiveness of the program. This rulemaking sets up a documented instate movement of cattle to sale-barns, feed-
lots, and slaughter establishments.

A. Estimated Costs and Benefits to the Arizona Department of Agriculture.

These rules clarify the self-inspection program and adds a new self-inspection category (cab card) for pasture-to-pasture move-
ment within or between a ranching unit. The additional category reduces the threat of livestock theft and lowers the possibility
of the Department expending resources by engaging in a theft investigation. The cab card also removes the requirement for the
self-inspection book when the owner is moving livestock in this manner. The additional self-inspection programs for dairy cattle
and feedlots closes the gap of controlling animal movement in the state and carries out the statute provision of ARS. § 3-
1337(D). This program is currently being managed through general funds and no changes in costs are anticipated through this
rufemaking.

B. Estimated Costs and Benefits to Political Subdivisions.

Political subdivisions of this state are not directly affected by the implementation and enforcement of this rulemaking.
C. Businesses Directly Affected By the Rulemalking.

Livestock owners or agents, inventoried feedlots, and inventoried dairjes.

These rules establish who may apply for a self-inspection certificate book and sets up a new type of livestock movement oppor-
tunity with the pasture-to-pasture cab card. The cab card eliminates the self-inspection book now required for this type of move-
ment. Except for the pasture-to-pasture cab card, there are no additional requirements for a ranching operation, inventoried dairy
operation, or inventoried feedlot operation. This rulemaking clarifies the self-inspection requirements and clearly states when 2
livestack owner or agent needs a livestock officer to inspect their livestock. Although the livestock owner still needs to use the
self-inspection certificates when moving cattle to auction, feedlot or slaughter, by using the pasture-to-pasture cab card, the
owner will not have to complete a self-inspection certificate every time he moves cattle within the ranching unit, thus being able
to drastically reduce the volume of paperwork. Since the program is being managed through the general fund, there are no costs,
current or additional, to the owner or agent.

The following self-inspection certification books have been issued during the last 3 years:

Self-inspection Type FY 1994-1995 | FY 1995-1996 FY 1996-1997
Brand Owner 675 639 668
Sheep 168 90 92
Feedlot 482 441 463
Dairy Cattle 419 358 259

D. Estimated Costs and Benefits to Private and Public Employment.
Private and public employment are not directly affected by the implementation and enforcement of this rulemaking,
E. Estimated Costs and Benefits to Consumers and the Public.

Although this program is paid through monies from the general fund, this rulemaking adds no new costs to the program. Con-
sumers and the public are not directly affected by changes of this proposed rulemaking,

F. Estimated Costs and Benefits to State Revenues.

State revenues are not directly affected by the implementation and enforcement of this rulemaking.

7. The name and address of agency personnel wiih whom persons may communicate regarding the accuracy of the econgmic,
smal] business, and consumer impact stafement:

Name: Shirley Conard
Address: Department of Agriculture
1688 West Adams, Room 124
Phoenix, Arizona 85007
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8. The time, place. and nature of the proceedin s for the adoption, amendment, or repeal of the rule or, if no proceeding is
. scheduled, when, where, and how persons may request an oral proceeding on the proposed rules;

2 Dater December 8, 1997

- Telephone:

. Time: . 10 am.
Address: Department of Agriculture
1688 West Adams, Room 206
Phoenix, Arizona 85007 '
Nature: Public Hearing

Written comments on the proposed rules or preliminary economic, small business, and consumer impact statement must be
received by 5:00 pan., December 9, 1997, Persons with 2 disability may request a reasonable accommodation, such as 2 sign
language interpreter, by contacting the Department’s coordinator, Patrick Stevens, (602} 542-4316 (voice) or 1-800-367-3839
(TDI) Relay). Requests should be made as early as possible to allow time to arrange the accomimnedation,

9. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:

None.

10, Iancorporations by reference and their location in the rules:

None,

11. The full text of the rules follows:

TITLE 3. AGRICULTURE

CHAPTER 2. DEPARTMENT OF AGRICULTURE
ANIMAL SERVICES DIVISION

ARTICLE 7. LIVESTOCK INSPECTION Slaughtering cattle at the owner’s ranch or shipping
. them to a custom exempt facility:
Section R . . L. ] Maoving breeding stock out of the feedlot.
R3-2-701. . : . A livestock officer or inspector shall inspect cattle at a
possession Department 1 ivestock Inspection feedlot. If:
R3-2-702.  Herse-trader-permit-reguirerents Livestock Self.

fn

e

. 2. The owner or agent requests the inspection,
R3-2.703 “i"—sp——'—*; i;_cnm -y I £ o brand b. The animals are breeding stock,
) L g T3 e €. The owner or apent is transferring the cattle owner-
: “ © ; i . " L i " . S]f- ship, whether instate or out-of-state,
inspaction for Cattle Destination Movement 4. H“*—L“m—h—————%“h?].cmle are being shipped to 2 custom exempt
R3-2.704., Self-inspection For Pasture-to-Pasture Movement Taciligy,
R3-2-705.  Self-inspection For Sheep R3-2-702.  Herse—trader—permit—requirements Livestock
R3-2-706. Self-inspection For Dairv Cattle o Feedlots Self-Inspection
ARTICLE 7. LIVESTOCK INSPECTION Ar Aeperson-a ; '

R3-2-701.
ate-possession

bpHeate-ofthe-orizinal-o

Department Livestock Inspection

g et t BHE & i gl e ‘:-.-:'-‘ &
24: A livestock officer or inspector shall inspect cattle at a ranch-
ing or feedlot operation, if the owner or agent is:

Requesting the inspection;

Moving cattle out-of-state and ietaining ownership;
Transferring the cattle ownership, whether instate or
out-of-state, excent as provided in R3-2-706(C):
Moving fresh branded or unbranded cattle not found

with their mother

B3 I

e
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A. Any owner or operator of a ranching eperation, producing at
legst 5 cattle or 10 sheep, an inventoried dairy cperation
nsing 3 dairy cattle, or an inventoried feedlot operation mov-

ing at ieast 5 cattle per vear to a state or federally inspected
laughter establishment or o a recognized Arizona livestock

auction, may apply for a self-inspection certificate book or &
cab card to move livestock from 1 location to another.

B. General selfsingpection requirements.

1 xcept for pasture to pasture movement, when sny live-
stock are moved the owner or operator shall complete a
self-inspection certificate and distribute it 2s follows;

a. The original shall be sent to the Department within
10 days after the end of the month in which the anj-
mals are moved

b. One copv shall accompany the animals whenever
they are in fransit,

[ ne copy shall be retained by the person fransnort-
ing the animals and

d.  One copy shall be retained by the owner.
If the animeals are diverted to a _destination other than
that stated on the certificate, the cerificate is void and
the person shall complete and send g new certificate to
the Department. The certificate shall be used only with
the shipment of the animals bearing the brands for
which the certificate is issued and is valid only on the
issue date.
Any altered, erased, or defaced certificate is void and a
new certificate is reguired. Al voided certificates shall
be retorned to the Department within 10 davs after the
end of the month in which it was voided, Upon request,
unused certificates shall be returned to the Department.
If a recorded brand or dairy_operation has been sold,
lgased or transferred, the person shall remimn all selfs
inspection certificates for that brand to the Departmcn
within 10 days of the transaction.
If animals are moved in_viglation of this Article, the
officer may issue a written warning or citation to the
shipper, or the owner or agent, and_direct that the ani-
mals are returned to their owner within 24 hours, or if
ownership is questioned, the improperly moved animals
may be seized pursuant to ARS8, § 3-1371 by a Depart
ment officer.

3. Any person moving animals pursuant to this Article
shall comply with 3 A A C. 11 and all applicable rules,
Any violation of these laws or rules, or any commission
of a crime involving livestock, shall be a violation of
this Section,

6. If after a hearing, the Department determines that there
haes been a violation of this Article, the Department may
impose_upon the violator the sanctions established in
ARS. § 3-1203(D). The hearing shall be conducted
pursuant to 41 A.A.C. 6 and all applicable tules.

i

i

ad

h

R3-2-703.
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R3-2-704,

A.

& To astate or federally licensed slaughter establish-
ment,

Self-inspection For Pasture to Pasture

Any person appiying for a cab card for pasture to pasture
movement shall submit the following information to the
Department:

The name, address. telephone number, social security
number and signature of the anplicant;

The registered brand:

The names of the registered brand owner;

The date of the application;

The signature and badge number of the livestock officer
assigned in the inspection area.

=

oot Sl N

B. Self-inspection procedures.

1. Pasture to pasture movement within the ranching opera-
tion’s inspection district. Cattle owners or operators
moving cattle from noncontiguous pastures or allot-
tion district shall be issued a cab card authorizing the
movement of cattle at the owner’s or operator’s discre-
tion, :

bivestock-inspectors-appeinted-by-the Bourd: 2. Pasture to pasture movement outside the inspection dig-
A. Any person applying for a self-inspection certificate book for triet.
cattle destination movement shall submit the following infor- a.  Cattle owners or operators moving cattle from non-
mation to the Department; contiguous _pastures_or allotments on the same
1. The pame. address, teleghona number, social securigy ranching operatign but ontside the in§pgct{gn dis~
pumber, and signature of the applicant; trict shall call the Department dispatch office for an
2. The registered brand. location, ear marks. and brand authorization number. The authorization number
numbet; shall be valid only for the requested day of move-
3. Thename of the registered brand owners; ment_on or before the date the cattle are to be
4. The date of the application: moved.
5. The signature and badge number of the livestock officer b. The dispatch person shall complete a Notice of
ar inspgctgr assigged to the insgecﬁon area. Cattle Movement and noti!y both the officer in the
B. The owner or operator shall provide the following informa- distriet of origin and the livestock officer at the
tion on a self-inspection certificate whenever livestock are destination district.
being moved: _ R3:2-705.  Self-inspection For Sheep
L. The name, address, telephone number, and sienature of  A. Anv person apnlyine for 2 self-inspection certificate book for
the owner, sheep movement shall submit the following information to
2. The date of the shipment: the Department:
3. The location from which the animals are being moved; L. The name, address, telephone number, social security
4. The location to which the cattle are being moved, number, and sionature of the applicant;
including the name of the auction, feedlot. or slaughter 2. The date of the application;
establishment: 3. Thesignature and badge number of the livestock officer
5. The name of the trucker: assigned in the inspection area.
6. The number of calves, cows. heifers, steers and bulls  B. The owner or operator shall provide the following jnforma-
being moved: tion on a self-inspection certificate whenever Hvestock are
2. The brand number, expiration date. location and ear being moved:
markings. 1. The name, addresg, and telephone number of the owner;
C. Self-inspection procedures. 2. The date of the shipment.
1. Any person moving range cattle shall move only cattle 3. The name, address, and telephone number of the person
branded with that person’s recorded brand or unweaned purchasing the sheep; ) .
calves if moved with_their mothers. Cattle without 4. Thelocation from which the animals are being moved;
brands or cattle with unpeeled brands that are not with 5. The name of the trucker; . .
their_mother_shall be moved only with Department 6. The location to which the animals are being moved,
inspection. Quarantined cattle, caitle held by order of MWMW
the Department, or cattle restrictad by the State Veteri- §L§m“bhm_
narian shall not be moved. L MMM&Q&M
2. Cattle moved shall not change ownership. shall be 8. The brand location and ear markings.
moved by a direct route to their destination, and shall be R3-2-706. elf-inspection For Dairy Cattle or Feediots
moved only as follows; A. Any person applying for a self-inspection certificate book for
2. Toan Arizona livestock auction honded under the dairy cattle or feedlot movement shall submit the following
Federal Packers and Stockyards Act, information to the Department:
b. To a feedlot licensed and inventoried by the 1. The corporate, business or trade name, and permit num-
Department, or ber of the applicant;
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2. The date of the application; 3. The number of catves being sold;
3. The signature. social security number, and title of the 4. Thecost of the inspection and the beef commeil fees;
responsible party, 3. Thesignature of the authorized dairy representative,

B. The ownet or operator or a dairy shall provide the following D, The owner or operator of a feedlot shall provide the follow-
information on a self-inspection certificate whenever live: ing information on a_self-inspection certificate whenever
stock are being moved: livestock are being moved;

1 Thename of the o'wner' 1. Thename of the selter or owner;
2. Ihcdate ofthe shipment: mer}t' . 2.  The date of the shipment;
3. The back tag numbers, if applicable; o, . . .
- . . . 3. The location, including the county, from which the ani-
4. The location from which the animals are being moved: mals are being moved:
5. The name of the auction, feedlot or slaughter establish. 4 The name of the trucker:
ment to which the animals are being moved; == = . ) .
6. The number of cattle being inspected, the cost of the 2 H&A@MMM&MW
inspection, and the beef council fees: the feedlot or the slaughter establishment;
7. The signature of the anthorized dairy representative, 6.  Ihename of the consignee;

€. The owner or operator of a dairy may sell calves 30 days or Z.  The brand and number of cows, heifers, steers, and bulls

" younger on a self-inspection certificate by providing the fol- being moved;
lowing information; 8. The number of cattle being inspected, the cost of the
1. The address and telephons number of the purchaser; inspection, and the beef council fees:

2. The date and location of the sale; 9. The signature of the authorized feedlot representative.
NOTICE OF PROPOSED RULEMAKING
TITLE 20, COMMERCE, BANKING, AND INSURANCE
CHAPTER 2. DEPARTMENT OF WEIGHTS AND MEASURES
FREAMELE
i. Sections Affected Rulemaking Action
R20-2-701 Amend
R20-2-709 Amend
R20-2-721 Amend
R20-2-750 Amend
R20-2-751 Amend
R20-2-751.01 Repeal
R20-2-752 Amend
R20-2-753 Amend
R20-2-753 Amend
R20-2-756 Amend
R20-2-757 Amend
R20-2-759 Amend
R20-2-760 Amend
R20-2-761 Amend
Table 3 Repeal

2. The specific authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are
implementing (specific):
Laws 1997, Ch. 117.

3. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: Michelle Ringsmuth

Address: Department of Environmental Quality
Afr Quality Planning Section
3003 North Central Avenue

Phoenix, Arizona 85012-2809
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Telephone:; (602) 207-2372 (Any extension may be reached in-state by dialing 1-800-234-5677, and asking for that
extension.) ]
- Fax: (602) 207-2366
E-mail: ringsmuth.mickelle@ev.state.az.us

. 4. An explanation of the rule, including the agency’s reasons for initiating the rule:

The urbanized area of Maricopa County has been experiencing violations of the National Ambient Air Quality Standards
(NAAQS) for ozone ever since the standard was adopted in the late 1970°s. Under the federal Clean Air Act Amendments of
1950, this area was classified as a “moderate™ nonattainment area for ozone by the Environmental Protection Agency (EPA).
However, due to continuing exceedances of the ozone standard, the EPA has recently proposed to redesignate the Phoenix air-
shed to a “serious” nonattainment area,

In order to address the air quality problems, Governor Symington issued Executive Order (EO) 96-6 on May 24, 1996. EQ 96-6
created a Task Force charged with evaluating and recommending measures that could be implemented to reduce the formation
of ozone, particulate matter, and carbon monoxide. During the time period of August through September of 1996, the Task
Force considered hundreds of suggestions by the general public, private businesses, and governmental entities. Additionally, the
Task Force collected and evaluated information related to dozens of ozone control measures adopted by jurisdictions in every
area of the country. Based on the evaluation of the information presented to them, on December 2, 1996, the Task Force released
their report containing 35 recommended air pollution control measures,

Of the 35 control measures recommended by the Task Force, 2 measures ranked above the rest in their ability to reduce emis-
sions of ozone-forming pollutants and their ability to be implemented in a short time period:

*  Opt into the Federal Reformulated Gasoline (RFG) program beginning in the 1997 ozone season; and

*  Selection of a gasoline formulation by 1999 for long-term use. Gasoline formulations recommended by the Task Force
included: 1) a performance-based gasoline capable of 2 10% volatile organic compound (VOC) reduction; 2) Federal Phase
I RFG; and 3) California Air Resources Board (CARR) Phase 2 RFG,

Govemor Symington acted on the Task Force recommendation by sending a letter to the Environmental Protection Agency
(EPA) on January 17, 1997, requesting that the Maricopa County ozone nonattainment area be included in the Federal RFG pro-
gram beginning June 1, 1997. Opting into the Federal RFG program enabled the implementation of a control measure that had
immediate air quality benefits for the 1997 ozone season.

The request by Governor Symington to opt into the Federal RFG program was contingent on the EPA’s assurance that Arizona
would be able to exit the program in 1998 and implement their own State-enforced program. The State program, if approved by
EPA, would mandate the use of a long-term gasoline recommended by the Task Force. This was an important decision that
allowed the State the flexibility to implement a program with greater environmental benefits at an earlier time period than would
be achieved if Arizona were to remain in the Federal program.

During the 1997 regular legislative session, the choice of a long-term gasoline for the Maricopa County area was debated. Many
issues played a key role in the decision of the type of gasoline to require, such as cost of production, cost to consumer, supply
and transport issues, and environmental benefits. In order to provide gasoline producers the maximum flexibility and still
achieve the greatest environmental benefit possible, the State Legislature passed House Bill (HB) 2307, This bill provides for
increasing environmental benefits by requiring gasoline dispensed for use in motor vehicles within Maricopa County to meet the
following formulations during the specified time periods:

+  From Tune 1, 1998, through September 30, 1998, gasoline must meet either CARB Phase 2 or Federal Phase | gasoline
standards,

*+  From and after May 1, 1999, gasoline must meet either CARB Phase 2 or Federa! Phase II gasoline standards.

Additionally, the gasoline must meet the maximum 7.0 psi summertime vapor pressure requirements contained in AR.S. § 41-
2083(F) and wintertime oxygenate requirements as provided in A.R.S. § 41-2123,

To ensure that a State-enforced gasoline program was in piace for the 1998 ozone season, HB 2307 was passed as an emergency
measure, operative immediately. The bill required ADEQ, in consultation with the Arizona Department of Weights and Mea-~
sures (ADWM), to adopt interim rules reflecting the 1998 and 1999 fuel requirements by September 15, 1997,

In order to meet the mandated deadline, ADEQ and ADWM held a series of 10 public workshops with interested parties from
May 22 through Tuly 15, 1997, to develop 2 proposed interim rule that would achieve the following requirements:

I}  Provide the maximum flexibility for producers and transporters of gasoline to minimize costs and to ensure that the supply
of gasoline would not be disrupted,

2)  Meet the requirements of HB 2307, and
3) Contain an enforceable program that meets EPA criteria for approval.

Arizona Cleaner Burning Gasoline (CBG) is the name chosen for the Arizona version of “reformulated gasoline”. The Arizona
CBG interim rule was proposed by publishing a notice in the newspaper on July, 15, 1997. A public hearing was held on the
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proposed interim rule at ADEQ on August 15, 1997, the date of close of the public comment period.

The Arizona CBG interim rule was adopted by ADE(Q on September 12, 1997, and was submitted to EPA as a State Implemen-
tation Plan (SIP) revision. EPA currently intends to publish a notice of proposed rule-making (NPRM) regarding the approvabil-
ity of the rules by November 15, 1997, and 2 notice of final rule-making (NFRM) by February 1, 1998, The interim rules apply
to gasoline distributed for use in motor vehicles in Maricopa County after June 1, 1998, and will remain in effect until October
1, 1998, the proposed effective date of this rule. This is the earliest possible date for this rule since the permanent rule must
replace the interim rule and R20-2-751.01, and others, needs to be in effect until September 30, 1997. Upon adoption by
ADEQ, the permanent rule will be submitted to EPA as 2 SIP revision.

The rule contains requirements for every person in the gasoline distribution system to insure that Maricopa County will receive
gasoline that meets the requirements mandated by HB 2307 and provides significant benefits to the air quality. The provisions
of this rule will be enforced by the Department of Weights and Measures, An explanation of formatting and citation changes to
the permanent rule as well as surmmary of each section of the rule is provided below.

Explanation of Formatting and Citation Changes to the Permanent Arizona CBG Rule

The structure of R26-2.751 after (D}(3) has changed in comparison to ADEQ copies of the published interim rule. This was due
to a Secretary of State rule (R1-1-408) that prohibits more than 4 levels of subdivision in a Section. When the Secretary of State
published the ADEQ interim rule, extra levels of subdivision were reduced: (D)(4) has became E, IX(5) became F, E became G,
etc. Internal text citations, however, were not corrected, and these are shown as the changes to the interim rule at the following
locations:

All changes from R20-2-751(C) on other than the deleted references to R20-2-751.01.
Changes in R20-2-701(28) and (45).

In addition, in R20-2-751 and R20-2.751.01, text after (D)(2)(b)(il) was renumbered by the Secretary of State to “{ii” and “37,
respectively. ADEQ is proposing to renumber the text in R20-2-751 to “3”, with subsequent paragraphs and related internal text
citations renumbered to conform.

Section-by-Section Explanation of the Proposed Rule
R20-2-701  Definitions. The interim rule contained 36 new definitions.

R20-2-709  This section provides record retention requirements for service stations and fleet owners. For all motor fuels
other than Arizona CBG, documentation to verify the quantity and grade of each motor fuel delivered shall be
retained for at least the 3 most recent deliveries of each grade or motor fuel, For Arizona CBG, the product trans-
fer documents (PTDs) for each shipment of gasoline delivered in the preceding 12 months is to be maintained.
The PTDs for the 3 most recent deliveries is to be maintained on the premises, The remainder of the documenta-
tion shall be available within 2 working days from the fime of request by the director,

During the comment period for the Interim Arizona CBG rule, ADEQ received I comment requesting that the
record retention time period be changed from 4 days to 3 days. ADEQ did not have the authority to change these
record retention requirements during the Interim Arizona CBG rulemaking process since these were existing
rules. ADWM will be proposing revisions to R20-2-709 in a separate rulemaking in which the record retention
time period is modified from 4 days to 3 days. Therefore, for consistency, this rule also proposes to modify this
record retention requirement. ADEQ and ADWM are soliciting comments on this change for the permanent rule.

ADEQ received a comment during the interim rulemaking requesting that R20-2-709(B) allow the use of codes
communicated on PTDs. ADEQ and ADWM have determined that this type of change is inappropriate in the
Arizona CBG rulemaking due to the number of interested parties outside of the Arizona CBG rulemaking pro-
cess.

R20-2-721  This secticn provides the methodology for sample collection and a list of facilities for which ADWM or its
authorized agents shall collect and analyze samples. This section also provides that all documentation required
by this Article shall be available for inspection by AWM or its authorized agents. ADWM will be proposing to
delete R20-2-721(B) in a separate rulemaking. For consistency, this rule also proposes the deletion of R20-2-
721(B). ADEQ and ADWM are soliciting comments on the deletion of R20-2-721(B).

R20-2-750  This section provides registration requirements for refiners, importers, oxygenate blenders, pipelines, and 3rd-
party terminals thet will be producing, importing, or otherwise handiing Arizona CBG or AZRBOB. The regis-
tration is required to be on forms prescribed by the director, and shall be resubmitted within 10 calendar days
after the effective date of any changes.

R20-2-751  This section provides the standards that all Arizona CBG within the gasoline distribution system must meet on or
after May 1, 1999. Additionally, producers or importers (referred to as registered suppliers) are required to meet
more stringent standards than the standards that apply throughout the distribution system. Registered suppliers
may elect the standards for which they will comply: Type 1 averaging option or non-averaging option, Type 2
averaging option, non-averaging option, or predictive model. This election is to be submitted to ADWM prior to
transport of Arizona CBG to Maricopa County, and must be resubmitted when a change in the election occurs.
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This section outlines the requirements for meeting each of the standards chosen by the registered supplier, as
well as the consequences of failing to meet the standards.

This section requires all registered suppliers to:

- Certify each batch of Arizona CB( and to provide ADWM with the certification information on a monthly
basis;

- Retain records regarding the sampling and analysis of Arizona CBG. These recerds shall be maintained for
a period of 5 years and are to be submitted to ADWM within 20 working days of a written request;

- Notify ADWM by facsimile prior to transport of Arizona CBG or AZRBOB to Maricopa County by means
other than a pipeline; and

- Conduet a quality assurance/quality control (QA/QC) program or an independent testing program, unless
exernpt under R20-2-752(G).

This section includes requirements that must be met in order for a pipeline or 3rd-party terminal to accept Ari-
zona CBG or AZRBOB for transport. Pipelines and 3rd-party terminals are required to collect a sample of each
incoming batch of gasoline, notify the director if the batch does not meet the standards applicable throughout the
distribution system, and develop and submit a QA/QC program to ADWM for approval, Additionally, pipelines
are required to conduct sample analysis at a frequency of no less than I sample from 1 batch completing ship-
ment per supplier per day at each input location. A monthly report summarizing the pipeline’s laboratory testing
results is o be submitted to ADWM within 10 calendar days of the end of each month.

During the process of moving petroleum products, the interface where different petroleum products meet may
create a mixture of petroleum distillate and gasoline that does not meet the Arizona standards for either petro-
leum distillate fisels or gasoline. This mixture is called transmix. This section allows pipelines to blend transmix
into Arizona CBG or AZRBOR at a rate of no more than 1/4 of 1% and provides methods to be used to measure
the rate of fransmix blending,

This section provides requirements for blending of oxygenate into AZRBOB, determining if the AZRBOB com-
plies with the applicable standards, and recordkeeping and retention requirements. Registered suppliers that sup-
ply AZRBOB from their production or import facility are required to have a quality assurance sampling and
testing program. Oxygenate blenders are required to add the specified types and quantities of oxygenate to the
AZRBOB supplied by the registered supplier, following the requirements for terminal blending, blending into
trucks, or in-line blending, if applicable. Oxygenate blenders are required to submit a QA/QC program demon-
strating the accuracy and effectiveness of their laboratory testing to ADWM for approval. Additionally, this sec-
tion provides restrictions for transferring AZRBOB and for blending AZRBOB with other products.

This section provides restrictions on blending Arizona CBG with nonoxygenate blendstocks. This activity is
allowed only under the following circumstances:

- The blendstock that is added to the Arizona CBG meets all of the Arizona CBG standards without regard to
the properties of the gasoline to which th¢ blendstock is added and the person meets all of the requirements
applicable to producers of Arizona CBG; and

- The person obtains prior approval of the director. This approval shall be based on 2 demonstration that add-
ing the blendstock to previously certified batch or mixture of certified batches of Arizona CBG is a reason-
able means of bringing the gasoline into compliance with the applicable standards for Arizona CBG. The
reblended Arizona CBG shall be recertified by the oxysgenate blender or registered supplier,

On each occasion when custody or title of Arizona CBG or AZRBOB is transferred, the transferor is required to
provide the transferee with a product transfer document {PTD). The PTD provides information related to the cus-
tody, transfer date, transfer volume, physical characteristics, oxygenate requirements, oxygenate content, as well
as other information related to the Arizona CBG or AZRROR. Additionally, this section includes record reten-
tion requirements for PTDs which, upon request, shall be photocopied and presented to ADWM.

This section incorporates by reference the California Predictive Model and the Federal Complex Model.
This section provides the testing methodologies for analysis of gasoline samples,

Each registered supplier that elects to comply with the averaging standards is required to conduct comphiance
surveys in accordance with a survey program plan approved by ADWM., The survey shall be planned and con-
ducted by a person who is independent of the registered supplier. This section provides criteria for the munber of
surveys that shall be conducted, the time periods during which the surveys are to be conducted, general survey
requirements, procedures for seeking director approval of the survey plan, and methedology for determining sur-
vey results.
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R20-2-761  This section outlines the liability of each person within the distribution system. Parties that would be liable under
this section may be deemed to not be in violation if they can demonstrate that:

- The violation was not caused by the regulated party, its employee, or agent;

- PTDs account for all of the gasoline in the storage tank found in violation and indicate that the gasoline met
applicable requirements; and

- The facility has conducted a quality assurance sampling and testing program, except that any petson that
transfers Arizona CBG or AZRBORB but does not assume title may rely on the quality assurance program
carried out by another party, including the party that owns the Arizona CBG or AZRBOB in question, pro-
vided that the quality assurance program is carried out properly.

Additional defenses must be shown by facilities that are operating under the corporate, trade or brand name
of a registered supplier in order for these facilities to be deemed not in violation.

R20-2-762  This section outlines the penalties applicable to any person who violates the provisions of this article.

A showing of good canse why the rule is necessary to promote a statewide interest if the rule will diminish a previous srant of
authority of a political subdivision of this state:

Not applicable.

The prefiminary summary of the econamic, small business, and consumer impact:

I.  Rule Identification

The Arizena Department of Environmental Quality (ADEQ), in consultation with the Arizona Department of Weights
and Measures (ADWM), is proposing A.A.C. R20-2-701 through R20-2-762, known as the Arizonz Cleaner Burning
Gasoline (CBG) rule. The statutory authority for this rule is contained in Laws 1997, Ch. 117 (House Bill 2307).

Title 20: Commerce, Banking, and Insurance

Chapter 2: Department of Weights and Measurss

Article 7: Motor Fuels and Petroleum Products §§ 701-762
II.  Introduction

The primary purpose of the Arizona CBG rule is to permanently implement the provisions of the interim Arizona CBG rule,
adopted by ADEQ on September 12, 1997, and published in the Arizona Administrative Register on October 3, 1997, The Ari-
zona CBG rule provides requirements for every person in the gasoline distribution system to ensure that Maricopa County will
receive gasoline meeting stringent standards that provide for improved air quality. Air pollutants that will be reduced by the
implementation of this rule include ozone-forming air pollutants such as volatile organic compounds (VOCs), carbon monoxide
{CO), and nitrogen oxides (NQ), as well as particulate matter (PM).

Gasoline distribution for the Maricopa County area, as well as for Arizona, is dependent on out-of-state refiners and 1 pipeline
company. Refiners transport the gasoline from either El Paso or Los Angeles to Arizona through the Santa Fe Pacific pipeline
(SFPP) systern. Virmally all of the gasoline shipped to Maricopa County is via the SFPP, which handles gasoline, as well as
other refined fuels. In some instances, the supplying refiners may ship the gasoline to a community gasoline storage facility
(known as 3rd-party terminals) prior to transport to the pipeline. At the 3rd-party terminal, gasoline from different refineries
may be stored in common tankage. The gasoline distribution system is fungible, which means, gasoline of the same grade from
different batches produced by the same refiner or batches from different refiners may be mixed together in the 3rd-party storage
tanks or at breakout tankage at the pipeline. Once the gasoline arrives in Maricopa County, it is transferred from the pipeline to
local butk terminals which handle the distribution of the gasoline to tank wagon fleets. Finally, the gasoline is distributed to the
retail outlets and fleet vehicle fueling stations. The Arizona CBG rule contains provisions for gasoline sampling and analysis,
documentation, and recordkeeping to ensure that the gasoline meets the applicable standards at each step within the gasoline dis-
tribution system.

The Arizona CBG rule provides refiners and importers flexibility to produce gasoline that complies with standards similar to
either the California Phase 2 Reformulated Gasoline (CARE Phase 2) or the Federal Phase I Reformulated Gasoline (Federal
Phase IT) standards (If approved by EPA, Arizona would be the only 2 gasoline formulation program in the United States. Ari-
zona chose to implement this 2 gasoline system to reap the benefits of 2 more competitive gas market.). Additionally, the Ari-
zona CBG rule allows gasoline producers or importers to choose to comply with either a per-gallon standard or an averaging
compliance option. The per-gallon standards require that every gatlon of gasoline produced by the refiner meet a specified
standard for each of the regulated gasoline components. The averaging compliance option allows facilities to produce gasoline
that meets standards lower than the per-gallon standard limits as long as the overall average of all gasoline produced by the
facility for transport to Maricopa County meets a2 more stringent standard when averaged over a specified time-frame. This is
referred to as the “Arizona average” since it requires refiners to track separately any gasoline produced for shipment to Mari-
copa County.
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IH. Classes of Persons Affected

Potentiai classes of persons affected by this rulemaking include: oil importing and refining companies (known in the proposed
rule as “registered suppliers™), the SFPP, 3rd-party terminals, bulk terminals, gasoline distributors, gasoline transporters, ADEQ
as the adopting agency, ADWM as the implementing agency, and the general public of Maricopa County. These persons will be
affected by the CBG rule in varying degrees both from 1 class to another and within certain classes. A. brief discussion of the
anticipated affects on each of these classes is provided in the following paragraphs,

A. REGISTERED SUPPLIERS AND 3rd-party TERMINALS

The enforcement of gasoline standards within Maricopa County has, and will, rely heavily on collection and analysis of samples
within the Maricopa County area. However, as stated previously, all of the oil refining and importing companies (registered sup-
pliers) and 3rd-party terminals that currently produce, import, or otherwise handle gasoline for transport into Maricopa County
are located outside of Arizona. For this reason, the Atizona CBG rule relies more heavily on sample analysis performed by each
of these facilities, as well as recordkeeping and reporting to demonstrate that the gasoline is complying with the appropriate gas-
oline standards. Additionally, each of these facilities must demonstrate to ADWM that their laboratory is meeting minimum
standards to ensure the accuracy of the laboratory analysis. This is done through the submittal to ADWM for approval of a lab-
oratory quality assurance/quality control (QA/QC) plan. It is estimated that at least 10 registered suppliers and 3 3rd~party termi-
nals will be affected by these requirements.

B. SANTA FE PACIFIC PIPELINE

Ninety-nine percent of Arizona’s gasoline is transported to Maricopa County through the Santa Fe Pacific pipeline. For liability
reasons, the pipeline has implemented a laboratory testing program to verify that the gasoline input into the pipeline system
meets the appropriate standards. The Arizona CBG rule does not contain any additional sampling and analysis requirements that
were not previously performed by the pipeline. However, the rule does contain additional recordkeeping and reporting require-
ments that allow ADWM to utilize gasoline analysis information collected by SFPP.

C. GASOLINE DISTRIBUTORS, TRANSPORTERS, FLEET VEHICLE FUELING STATIONS, AND RETAIL FACILI-
TIES

Anticipated affects from the implementation of this rule to gasoline distributors, transporters, fleet vehicle fueling stations and
retail facilities are minimal. As with previous gasoline rules for Maricopa County, the proposed Arizona CBG rule requires that
a product transfer document (PTD) accompany the gasoline each time Arizona CBG js transferred. The PTD contains informa-
tion relating to the physical characteristics of the gasoline and indicates that the gasoline is Arizona CBG for sale in Maricopa
County. Each person handling gasoline within Maricopa County will be required to verify on the PTD that the gasoline js Ari-
zona CBG and to maintain a copy of the PTD for a specified time period.

D. GOVERNMENTAL AGENCIES

Governmental agencies impacted by Arizona CBG include ADEQ and ADWM. ADEQ will be adopting the rule and will sub-

mit the adopted rule to EPA as a SIP revision. Once adopted by ADEQ and approved by EPA, ADWM will implement and
enforce the rule.

E. THE PUBLIC/ENVIRONMENT

Members of the public that will be most affected by the implementation of the Arizona CBG rule include the residents of Mari-
copa County and surrounding areas. Benefits to the health of the gencral public will be observed for all people that live in Mari-
copa and surrounding areas. Additionally, residents outside of but near Maricopa County and people that visit the Maricopa
County area will experience improved air quality. Moreover, animal and environmental welfate affected by air poliution will be
improved.

The general public will also be affected by the implementation of this rule due to the increased cost of the gasoline. Cost associ-
ated with the use of Arizona CBG will be limited to those people that purchase gasoline within Maricopa County. Exceptions
include automobile racetracks and automobile proving grounds located in Maricopa County. Classes of consumers affected by
the rule include:

= Metor vehicle operators;

+  Lawnand landscaping equipment operators;

*  Golf cart operators; and

+  Operators of other gascline-powered off-road equipment,

Approximate annual gasoline consumption in Maricopa County during the years 1993 through 1995 was (MathPra, p. 21
+ 1993 1,002.5 million gallons,

= 1994 1044.7 miltion gallons,

+ 1995 1081.1 million gallons.
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In addition to the residents of Maricopa County and surrounding areas, residents of other counties may be affected if they pur-
chase gasoline in Maricopa County or during instances when Arizona CBG is sold outside Maricopa County.

IV. Anticipated Impacts on Employment, Revenues, and Expenditures

This rulemaking is expected to have minimal impacts on ADEQ and ADWM’s employment requirements. In particular, ADEQ
does not anticipate hiring additional staff due to the Arizona CBG rule. ADWM anticipates hiring 1 person to assist in executing
the rule,

‘This rulemaking will have no direct impact on state revenues because it is not 2 revenue-raising rule. However, the EPA and the
Federal Highway Administration may withhold federal highway funds in the event that Maricopa County is unable to meet
specified air quality requirements. Even though Arizona CBG prices will be a few cents higher than conventional gasoline
prices, this modest price increase is not expected to reduce gasoline sales; thus, no change in gasoline tax collections is likely to
occur because of this rule,

ADEQ anticipates that a stall number of out-of-state jobs may be added at oil refineries to oversee the Arizona market., Addi-
tionally, out-of-state jobs may be added for the purpose of laboratory testing of gasoline and for conducting retail surveys.
ADEQ expects employment levels at the retail level to remain unchanged.

V. Cost-Effectiveness Analysis

Based on data from Assessment of Fuel Formulations for Maricopa County (Mathpro; November 7, 1996), a study conducted
for the state, the cost effectiveness for the production of gasoline meeting the Federal Phase I standards or the CARB Phase 2

standards ranges from $22,000 to $41,000 per ton of VOC reduced (See attached Exhibit 6.9). This cost effectiveness has been
calculated by evaluating the costs associated with producing gasoline that meets the Federal Phase I standards or the CARB
standards and comparing these costs with the anticipated emissions reductions. It is anticipated that the cost effectiveness for
implementation of the Arizona CBG rule will be lower than those of the Federal Phase I and CARB Phase 2, since this rule pro-
vided refineries with greater flexibility than the CARB and Federal regulations. A discussion of the benefits and costs of this
rule is provided below.

A. BENEFITS

The benefits resulting from the implementation of the Arizona CBG rule consist of benefits to humans, animals, trees, plants,
and materials.

1. Benefits to Humans

The primary purpose of Arizona CBG is to reduce ozone pollution, which reaches unhealthful levels in Maricopa County.
Health effects of ozone include damage to the respiratory system, reduced breathing capacity and chest pain, headache, nasal
congestion and sore throat. Individuals with chronic respiratory diseases are especially susceptible to ozone.

Unlike most air pollutants, ozone is not emitted directly into the air from tailpipes or smokestacks; ozone is formed when sun-
light and heat act upon VOCs and NO, in a series of complex chemical reactions in the atmosphere. In Maricopa County, 35%
of the manmade VOC emissions are caused by on-read vehicles (cars, trucks) and approximately 23% are from off-road sources
{lawn mowers, trimmers, construction equipment, etc.). The use of CBG is anticipated to reduce VOC emissions from vehicles
and gasoline-powered equipment tailpipes by approximately 10%.

In addition to ozone, the use of Arizona CBG will reduce vehicle emissions of particulate matter, which also reaches unhealthfut
levels in Maricopa County. Particulate matter causes irritation and damage to respiratory systems, resulting in difficult breath-
ing, inducement of bronchitis, and aggravation of existing respiratory diseases. Epidemiological studies indicate increased
health risks associated with exposure to PM, alone or in combination with other air pollutants, PM-related increases in individ-
ual health risks are small, but likely significant from an overall public health perspective because of the large numbers of indi-
viduals in susceptible risk groups that are exposed to ambient PM. PM;, and indicators of fine particles are more consistently
associated with health risks than indicators of coarse particles, Sze EPA (1996).

Carbon monoxide emissions will also be reduced due to the implementation of the Arizona CBG rule. During the summertime,
CO contributes to the formation of ozone. During the winter, CO reaches unhealthy levels. Health affects of elevated CO levels
include a reduction in the ability of blood to carry oxygen in the body.

An additional benefit to the implementation of the Arizona CBG rule may be a reduction in toxic air pollutants. This reduction

in toxic air pollutants is not required by the Arizona CBG rule; however, the reduction may occur due to the new gasoline stan-

dards that will be required under the rule. Toxic air poliutants are cherticals which are of concern due to the potential to cause

cancer, birth defects, damage to the nervous system, or which may be poisonous. Additionally, toxic air poliutants may cause

adverse environmental effects. Toxic air pollutants that will be reduced by the use of CBG include benzene, a known carcino-
- gen, and 1,3-butadiene (aldehyde emissions increase slightly}.

2. Benefits to Animals, Plants, Trees, and Materials

Ozone injures animals, certain plants, trees, and materials. Experiments indicate even at low concentrations, animals may be
injured if exposed to the ozone for long periods (dir Quality in Arizona, May 1988). Injuries from ozone to plants include chlo-
rosis, necrosis, and pigment formation (Godish, 1991). Impacts from ozone to materials inchide the fading of textile materials
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and cracking in rubber compounds stretched or under pressure (Godish, 1991). In particular, “rubber cracking was 1 of the 1st
effects of smog observed in the Los Angeles area” (Godish, 1991).

B. COSTS

The social cost to society, namely Maricopa County residents, due to the implementation of this rule is mainly comprised of
impacts on the gasoline distribution system, slightly higher gas prices, and reductions in fuel tileage, Other social costs include
costs incurred by ADWM as the implementing agency.

1.  Adoption and Implementation Costs

As the adopting and implementing agencies, ADEQ and ADWM will experience costs with the implementation of the Arizona
CBG rule. The state appropriated $50,000 to ADEQ for the adoption of Arizona CBG rules and $150,000 to ADWM for the
implementation and enforcement of Arizona CBG rule. ADWM anticipates an annual cost of approximately $290,000 for the
implementation and enforcement of the rule. This cost includes the addition of I staff person, the cost of conducting audits of
regulated facilities that are Jocated outside of Arizona, and gasoline sampling and analysis.

2.  Increased Cost of Arizona CBG

The cost 10 produce Arizona CBG is slightly more than the cost to produce conventional gasoline. The increased costs associ-
ated with producing gasoline that complies with the federal Phase II standards has been estimated at $0.02-0.05 per gallon,
while producing gasoline that complies with the CARB Phase 2 standards costs $0.02-0.10 more per gallon (MathPro, 1996).
Based on Maricopa County’s annual gasoline consumption for 1995, the increased cost of production of Arizona CBG may be
estimated at an additional $19.8 - $49.6 million per year, assuming the increased cost is comparahle to those of the federa| Phase
I gasoline. This cost may be higher for those refiners that choose to produce gasoline that complies with the standards similar to
the CARB Phase 2 standards. Due to competition among suppliers of gasoline, as well as market forces that impact the prices
of gasoline, it is unknown how the cost differential will be allocated between producers and consumers. The Maricopa County
gasoline market will determine this allocation. However, as shown in Tables 1 through 3, United States Department of Energy
surveys show that the price differential between reformulated and conventional gasolines averages 2 to 3¢ per gallon in other
areas of the country where reformulated gasoline is marketed.

3. Give Away of Excess Quality

Excess quality give away ocours when county and statewide standards differ and those counties with less stringent standards
receive higher-quality gasoline meeting more stringent standards due to excess supply of the high quality gasoline. MathPro
estimated that prior to the sale of reformulated gasoline in Maricopa County, the total cost of excess quality due to RVP and
octane give-away in Arizona and other areas supplied through the SFPP southem pipeline system was approximately $9-12 mil-
lion annually (MathPro, 1996),

Excess quality give away is a social cost, incurred by the whole society. It is unclear how the costs associated with excess qual-
ity give away will be allocated. This allocation may occur between refiners and consumers and/or between consumers inside and
outside of Maricopa County. The gasoline distribution system as a whole has a financial interest in minimizing the extent of
quality give-away. Two companies, which supply approximately 25% of the gesoline volume in the Phoenix and Tucson mar-
kets, have taken steps to minimize the excess quality in their supplies to the Phoenix and Tucson markets (MathPro, 1996).

4. Increased Distribution (Transportation/Pipetine) Costs

It is anticipated that transportation costs may increase slightly due to the implementation of the Arizona CBG rule. In particular,
the pipeline must ensure that the batches of Arizona CBG are not mixed with conventional gasoline. However, the pipeline cur-
rently scparates the various grades of conventional gasoline; therefore, this should not create a significant cost. A minimal
increase in transportation costs may occur due to the need to train personne] on the PTD recordkeeping requirements and the
locations where Arizona CBG and conventional gasoling are to be sold.

5. Reduced gas mileage with CBG

Arizona CBG contains slightly less energy than conventional gasoline; therefore, average vehicle mileage in some cases may be
reduced 2 to 3%. This effect has been documented by research conducted by both EPA and the California Air Resources Board.

C. FACTORS MITIGATING COSTS

The Arizona CBG rule has been designed to provide the greatest air quality benefits while ensuring maximum flexibility to
those regulated by the rule. This flexibility that is provided to the regulated community should assist in mitigating the costs
associated with the implementation of the rule. Examples of provisions within the rule which provide flexibility include:

*  Registered suppliers may produce gasoline that meets standards similar to either the CARB Phase 2 or the Federal Phase [
standards. This flexibility will encourage gasoline companies to be more competitive than if all of the gasoline in Arizona
to meet | standard.

*  Registered suppliers may elect to comply with either averaging or non-averaging standards.

*  Registered suppliers are permitted to choose between implementing an independent laboratory analysis testing program or
submitting a quality control/quality assurance testing program to ADWM for approval. This flexibility should assist regis-
tered suppliers to minimize costs while maintaining the necessary level of testing and laboratory assurance to ensure that
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the gasoline shipped to Maricopa County meets the applicable standards.

An additional factor that will mitigate the costs associated with the implementation of this rule is the tayout of the gasoline dis-
tribution system. Many refineries that currently supply conventional gasoline to Arizona already produce gasoline meeting the
CARB Phase 2 and Federal Phase I standards for other reformulated gasoline markets. The implementation of Arizona CBG
will provide an additional market for these refineries that have already made capital investments to produce cleaner burning gas-
oline. Additionally, the large number of refiners capable of supplying compliant gasoline to the Maricopa County market should
promote competition, thereby mitigating costs to consumers,

D. CONCLUSION
Based on all of the foregoing, ADEQ has determined that the benefits exceed the costs of this rule.

VL. General Impact on Small Businesses

The Arizona CBG rule may effect small businesses such as family-owned ges stations located in Maricopa County (Also, fam-
ily-owned gasoline stations outside Maricopa County may be affected if they receive excess quality gasoline. For instance, retail
outlets outside of Maricopa County may receive excess CBG rather than conventional gasoline.). For instance, consumers who
cross the Maricopa County border daily may choose to purchase non-reformulated gasoline outside Maricopa County rather
than buying higher-priced Arizona CBG. In addition, higher gasoline prices that may occur due to the implementation of the
Arizona CBG rule could impact small businesses that purchase gasoline in Maricopa County.

This rulemeking has lessened the effect on small business by minimizing the paperwork and recordkeeping requirements on
gasoline retail outlets which may be small businesses.

A. RULE IMPACT REDUCTION ON SMALL BUSINESSES

AR.S. § 41-1035 requires ADEQ to reduce the impact of a rule on small businesses by using certain methods when they are
legal and feasible in meeting the statutory objectives for the rulemaking. The 3 listed methods are:

1. Establish less stringent compliance or reporting requirements in the rule for small businesses.

2. Establish less stringent schedules or deadlines in the rule for compliance or reporting requirements for small
businesses.

3. Consolidate or simplify the rule’s compliance or reporting requirements for small businesses.
4.  Establish performance standards for small businesses to replace design or operational standards in the rule.
3. Exempt small businesses from any or all requirements of the rule.

B. THE STATUTORY OBJECTIVES WHICH ARE THE BASIS OF THE RULEMAKING

The general statutory objectives that are the basis of this rulemaking are contained in the statutory authority cited in number 2 of
this preamble. Two objectives are stated in A.R.S. § 41-2124(C):

1. Achieve air quality benefits for the Maricopa County nonattainment area by following the 2-fuel formulation
option prescribed AR.S. § 41-2124(A) and (B).

2. Provide requirements for recordkeeping, reporting and analytical methods for firel providers to demonstrate com-
pliance with subsections A and B.

The 3rd statutory objective is stated in AR.S. § 41-2124(A) and reinforced by section 4 of HB 2307. The fuel program should
be constructed so that a waiver can be granted by EPA pursuant to section 211(c) (4) of the CAA. Among other things, EPA cri-
teria require that a state fuels program be [as] effective and enforceable [as the federal RFG program],

In light of the 3rd statutory objective, ADEQ has determined that it is not legal or feasible to adopt any of the 5 listed methods to
reduce the impact of these rules on small businesses. While attempting to create an enforceable program, ADEQ and ADWM
focused much of their efforts on the large oil producers, all of which are out of state. Due in large part to the fact that these large
producers are out of state, ADWM needs additional program components that focus on the smaller in-state fuel providers,
including service stations, many of which are small businesses. Without the ability to stop the sale of off-spec gasoline, for
example, something which may have a significant effect on a small service station, ADEQ and ADWM have determined that the
CBG program would not be approvable. This determination may change if modifications are made to ADWM’s penalty and
enforcement authority. During the workshops on this rule, there was considerable discussion of, and support for, statutory
changes which would augment ADWM’s penalty and enforcement authority. Should such amendments take place, it is possible
that it would be legal and feasible to reduce the impact of the CBG program on small businesses through 1 of the listed methods.

VIL. Alternative Rulemaking Provisions
The Arizona CBG rule has been designed to achieve the following:

+  Provide the maximum flexibility for producers and transporters of gasoline to minimize costs and to ensure that the supply
of gasoline would not be disrupted;
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= Meet the requirements of HB 2307; and
+  Contain an enforceable program that meets the EPA criteria for approval.

In order to develop a rule which met all of these requirements, ADEQ and ADWM held a series of 10 public workshops with
interested parties during the time period from May 22 through July 15, 1997, During these public workshops, a variety of provi-
siens from the California and federal reformulated gasoline control regulations were analyzed. Affected and interested parties,
ADEQ and ADDWM debated each of these provisions, and incorporated the most beneficial of the provisions into the Arizona
CBG rule.
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Table }
COMPARISON OF CONVENTIONAL AND REFORMULATED GASOLINE PRICES

TEXAS Premium Premium Price All Grades | All Grades Price
1995 Conventional RFG Difference Conventional RFG Difference
RACK RACK RACK RACK
January 59.4 65.3 6.4 529 589 6.0
February 61.5 67.1 5.6 347 60.1 5.4
March 61.2 64.6 3.4 34.8 57.4 2.6
April 70.7 72.5 2.2 63.5 65.7 2.2
May 75.8 78.8 3.0 68.9 71.3 2.4
June 70.2 74.0 38 63.1 66.3 32
July 63.0 66.8 38 554 58.9 35
August 64.3 67.3 3.0 56.8 59.9 31
September 64.1 67.0 2.9 56.8 59.8 3.0
October 59.4 61.5 2.1 51.6 54.3 27
November 593 61.1 1.8 52.0 53.9 1.9
December 61.8 64.2 24 54.3 56.9 2.6
AVERAGE 64.23 6739 337 57.07 60.28 3.22
TEXAS Premium Premium Price All Grades Al Grades Price
1996 Conventional RFG Difference Conventional RFG Difference
RACK RACK RACK RACK
January 63.3 66.0 2.7 552 56.9 1.7
February 64.1 66.8 2.7 362 584 2.2
March 715 739 24 64.2 592 -5.0
April 20.1 83.3 3.2 2.4 66.2 -6.2
May 79.2 821 2.9 71.6 753 37
June 728 732 0.4 65.3 73.6 83
July 73.4 73.6 0.2 635.7 65.1 -0.6
August 729 73.0 0.1 65.1 66.3 1.2
September 73.4 74.5 1.1 65.7 657 0.0
Qctober 758 71.3 1.5 68.2 66.7 -1.5
November 78.5 79.4 0.9 70,9 69.6 -1.3
AVERAGE 73.18 74 .83 1.65 | 65.50 63.73 0.23

Source: U.8. Department of Energy, Energy Information Administration
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Table 2

COMPARISON OF CONVENTIONAL AND REFORMULATED GASQOLINE PRICES

CALIFORNIA Premium Premium Price All Grades All Grades Price
1993 Conventional RFG Difference Conventional RFG Difference
RACK RACK RACK RACK

January 71.3 69.7 -1.8 61.3 61.8 0.5
February 65.7 65.7 36.0 91.4 54
March 67.0 69.2 57.8 61.1 33
April 72.6 74.4 63.8 65.9 2.1
May 75.5 76.4 . 66.5 68.0 1.5
June 74.1 126 -1. 64.6 63.6 -1.0
July 722 7.3 0.7 | 62.8 62.4 0.4
August 71.7 72.3 0.6 [ 62.5 63.9 1.4
September 714 711 -0. 62.4 62.6 0.2
October 7.7 70.9 ~1.8 | 63.4 63.7 03
November 72.4 63.4

December 71.4 63.0 0.6
AVERAGE 71.44 71.80 0.3 63.60 63.40 1.15
CALIFORNIA Premium Premium Price All Grades All Grades Price

1996 Conventional REG Difference [ Conventional RFG Difference
RACK RACK RACK RACK,

January 61.8 62.4 0.6
February 60.0 65.8 58
March 716 725 0.9
April 83.4 90.1 6.7
May 95.3 274 ~1.9
June 85.2 83.8 -1.4
Tuly 79.1 82.5 34
August 787 67.3 -11.4
September 80.0 70.1 -9.9
October 75.4 69.4 6.0
November 70.6 63.3 =13
AVERAGE 76.46 7405 -2.41

Seurce: U.S. Department of Energy, Energy Information Administration

November 7, 1997
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Table 3

COMPARISON OF CONVENTIONAL AND REFORMUILATED GASOLINE PRICES

ARIZONA All Grades California All
1995 Conventional | Pipeline Adjusted Grades RFG Price
RACK Tariff Price RACK Difference
January 60.1 2.7 57.4 61.8 4.4
February 60.7 2.7 58.0 61.4 34
March 61.6 27 58.9 61.1 2.2
April 67.9 2.7 65.2 659 0.7
May 71.2 2.7 68.5 68.0 0.5
Tune 67.5 2.7 64.3 63.6 -1.2
Tty 64.7 2.7 62.0 62.4 04
August 64.3 2.7 61.6 63.9 2.3
September 65.0 2.7 62.3 62.6 0.3
October 63.0 2.7 60.3 63.7 34
November 61.1 2.7 58.4 63.4 5.0
December 62.1 2.7 59.4 63.0 3.6
AVERAGE 64.10 61.41 63.40 1.99
ARIZONA All Grades | Premium California All
1996 Conventional RFG Price Grades RFG Price
RACK RACK Difference RACK Difference
January 62.3 2.7 59.6 62.4 28
February 64.8 2.7 62.1 65.8 3.7
March 76.3 2.7 73.6 72.5 -1.1
April 34.0 2.7 81.3 90.1 38
May 84.5 2.7 81.8 87.4 56
June 78.9 2.7 76.2 83.8 7.6
Tuly 79.7 2.7 71.0 82.5 55
August 75.1 2.7 724 67.3 -5.1
September 77.1 27 74.4 70.1 -4.3
October 72.2 2.7 69.5 69.4 -0.1
November 66.2 27 63.5 63.3 -0.2
AVERAGE 74.65 7195 & 74.05 2.10

Source: U.S. Department of Energy, Energy Information Administration
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Exhibit 6.97 Cost-Effectiveness, Refining and Mileage Costs, and VOC, NOx, and CO
Emission Reductions, by Fuel Reformulation Option - Summer Season
Fuel Formulation Options
Baseline Federal RFG California Low | 10% VOC
Measure Emissions | Phase 1 Phase 1/7.0 RVP Phase 2 RFG GAPEP | RVP | Reduction
Cost-effectiveness (SM/
ton of VOCs) 1999
Complex Model $63 $28 $25 341 $18 - $18
Predictive Model $34 $22 $23 $37 $15 - 317
2010
Complex Model 3215 $78 $63 398 $33 - 336
Predictive Model $113 $62 336 $73 $24 - 336
Refining and Mileage
Costs (¢/gal)
Incremental Refining Cost 3.7 3.8 5.1 11.5 2.0 0.2 4.6
Coast of Mileage Loss* 3.7 3.7 4.2 - 58 0.2 0.2 2.1
Total Unit Costs 74 7.5 9.3 17.3 23 0.0 6.7
Maricopa County Cost
(SM/day)**
1999 5245 $247 $307 3571 $74 - $223
2010 $474 $474 $571 3981 $105 - $£376
Vehicle Emission Redue-
tions (tons/day)
VOCs
1999
Compiex Model 140.4 3.9 8.7 12.5 14.1 42 24 12.1
Predictive Model 140.5 7.2 11.0 13.3 155 5.0 0.5 12.9
2010
Complex Model 100.1 2.2 6.1 9.0 10.0 32 2.2 8.8
Predictive Model 99.8 4.2 7.6 10.2 13.4 4.4 0.3 10.4
NOx
1999 .
Complex Model 96.6 0.3 0.2 2.0 8.2 1.3 -0.2 0.0
Predictive Model 96.2 1.1 1.1 28 8.8 2.6 02 12
2010
Complex Model 97.7 0.4 0.3 2.2 8.8 1.5 -0.2 0.1
Predictive Model 96.3 1.5 1.5 3.0 8.9 32 0.1 12
co
1999 1048.5 108.8 118.6 143.3 198.3 44.5 204 38.6
2010 789.0 81.6 89.1 107.7 148.8 33.3 153 20.0
7. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic,
small business. and consumer impact statement:
Name: David Lillie or Ira Domsky
Address: Department of Environmental Quality
3033 North Central Avenue
Phoenix, Arizona 85012-2809
Telephone: Dave Lillie (602) 207-4436, Ira Domsky (602) 207-2365
Fax: Dave Lillie (602) 2077-2251, Yra Domsky (602) 207-2366

8.  The time. place. and nature of the proceedings for the adoption. amendment, or repeal of the ryle or, if no proceeding is
scheduled, where, when and how persons may request an oral proceeding on the proposed rule:

Date: December 11, 1997

Time: 9:30 a.m.
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Location: Department of Environmental Quality
Public Hearing Room
3033 North Central Avenue

Phoenix, Arizona

(Please call 6022-207-4795 for special accommodations pursuant to the Americans with Disabilities Act.)

The close of written comment is Monday, January 5, 1998.

Not applicable.

10. Incorporations by reference and their location in the rales:

Incorporation

API Manual of Petroleum Measurement Standards, Chapters 3.1A and 3.1B;

40 CFR 80.69(a)(7);
40 CFR 80.69(e)(2);

Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or ¢lass of rules:

Location
R20-2-754(B)
R20-2-755(D)
R20-2-755(E)(3)

California Procedures for Evaluating Alternative Specifications for Phase

2 Reformulated Gasoline Using the California Predictive Model;
The “Federal Complex Model” as contained in 40 CFR 80.45;

13 California Code of Regulations, Section 2263;

11. The full text of the rales follows:

R20-2-758(A)(1)
R20-2-758(A)(2)
R20-2-75%(A)

TITLE 20. COMMERCE, BANKING, AND INSURANCE
CHAPTER 2. DEPARTMENT OF WEIGHTS AND MEASURES

ARTICLE 7. MOTOR FUELS AND PETROLEUM

PRODUCTS
TABLE OF CONTENTS

R20-2.701.  Definitions

R20-2-709. Record Retention Requirements for Service Sta-
tions and Fleet Owners

R20-2-721.  Sampling and Access to Records

R20-2-750.  Registration Pertzining to Arizona CBG or AZR-
BOB

R20-2-751.  Area A Arizona CBG Requirements - 1999 and
later :

R20-2-751.01.
Repealed

R20-2-752.  General Requirements for Registered Suppliers

R20-2-753.  General Requirements for Pipelines and 3rd-party
Tetminals

R20-2-755.  Additional Requirements Pertaining to AZRBOB
and Downstream Oxygenate Blending

R20-2-756.  Downstream Blending of Arizona CBG with Non-
oxygenate Blendstocks

R20-2-757.  Product Transfer Documentation; Records Reten-
tion

R20-2-759.  Testing Methodologies

R20-2-760. Compliance Surveys

R20-2-761.  Liability for Noncomptiant Gasoline

Table 1. Type 1 Gasoline Standards

Table 2. Type 2 Gasoline Standards

Table 3. Fype-3-Gasoline-Stendards Repenled

R20-2-701.  Definitions

The following definitions and definitions contained in A.R.S. §§
41-2051, 41-2121, and Article 1 of this Chapter shall apply to this
Article unless the context otherwise requires:

Volume 3, Issue #45
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1

“Area A” means a county with a population of
1,200,000 or more persons that contains & carbon mon-
oxide vehicle emissions control area.
“Arizona Cleaner Burning Gasoline” or “Arizona CBG”
means a gasoline blend that meets the requirements of
this Article for gasoline produced and shipped to Mari-
copa County and sold or offered for sale for use in motor
vehicles in area A,
“AZRBOB” means a petroleum-derived liquid which is
intended to be or is represented as a product that will
constitute Arizona CBG upon the addition of a specified
type and percentage (or range of percentages) of oxy-
genate to the product after the product has been supplied
from the production or import facility at which it was
produced or imported.

“Batch” means a quantity of gasoline which is homoge-

neous with regard to those properties which are speci-

fied for Arizona CBG certified under R20-2-751 er

R20-2-ISE0L,

“Begin transport” means the point at which:

a. A registered supplier relinguishes custody of Ari-
zona CBG or AZRBOB to a transporter or a 3rd-
party terminal; or

b. A registered supplier who retains custody com-
mences transfer of Arizona CBG or AZRBOR into
a vessel, tanker, or other container for transport to
area A,

“Conventional gasoline” means a gasoline blend which

conforms with the requirements of this Chapter for sale

or use in Arizona, but does not meet the requirements of

Arizona CBG or AZRBOB.

“Co-solvent” means a chemical compound with good

solvent properties that is added 1o a methanol-gasoline

blend to prevent phase separation, reduce corrosion and

November 7, 1997




Arizona Administrative Register

10.

11

12.

13.

4.
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19,

20.
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Improve lubrication. A co-solvent may be any 1 or 2

mixture of the following:

a. Ethanol,

b. Propanols,

¢.  Butanols, or

d.  (asoline grade tertiary butyl alcohol.

“Diesel fuel” means a hydrocarbon fuel that is suitable

for use as a fuel in a diesel engine.

“Downstream blending” means blending fungible Ari-

zona CBG from AZRBOB and an oxygenate.

“EPA waivers” mean waivers granted by the Environ-

mental Protection Agency in the document entitled

“Waiver Requests under Section 211(f) of the Clean Air

Act” and incorporated by reference in R20-2-702.

“Tinal distribution facility” means the stationary gaso-

line transfer point from which Arizona CBG or AZR-

BOB is transferred into the cargo tank truck, pipeline, or

other delivery vessel from which the gasoline will be

delivered to the facility at which the gasoline will be dis-

pensed into motor vehicles; except that a cargo tank

truck is the final distribution facility where the carge

tank truck is used to transport AZRBOB and gasoline

and carries written documentation demonstrating that

the designated type and amount or range of amounts of

oxygenates designated by the registered supplier will be

or have been blended directly into the cargo tank truck

prior to delivery of the resulting gasoline from the cargo

tank truck to the facility at which the gasoline will be

dispensed into motor vehicles.

“Fuel” means any material which is capable of releasing

energy or power by combustion or other chemical or

physical reaction.

“Importer” means any person who assumes title or own-

ership of Arizona CBG or AZRBOB that was produced

by an unregistered supplier. ' :

“Lead” means the lead compound in gasoline and can be

tetracthyl lead, tetramethyl Jead, physical mixtures of

tetraethyl lead and tetramethyl lead, and reacted mix-

tures of tetraethy] lead and tetramethyl lead.

“Motor vehicle” means any vehicle equipped with 2

spark-ignited internal combustion engine except:

a  Vehicles that ran on, or are guided by, rails; and

b. Vehicles that are designed primarily for travel
through air or water.

“MTBE? means methyl tertiary butyl ether.

“NO,” means oxides of nitrogen.

“Octane”, “octane number”, or “octane rating” mean the
anti-knock characteristic of gasoline as determined by
adding the research and the motor octane numbers and
dividing by 2 or (R+M)/2.

“Oxygenate” means any oxygen-containing, ashless,
organic compound including aliphatic alcohols and ali-
phatic gthers, which may be used as a fuel or as a gaso-
line blending component and which is approved as a
blending agent under the provisions of a waiver issued
by the United States Environmental Protection Agency
pursuant to 42 171.5.C. 75345(f).

“Oxygenate blending facility” means any facility
(including a truck) at which oxygenate is added to Ari-
zonz CBG or AZRBOB, and at which the quality or
quantity of gasoline is not altered in any other manner
except for the addition of depesit control additives or
other similar additives.

“Oxygenate blender” means any person who owns,
leases, operates, controls, or supervises an oxygenate

Page 3093
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23.

24.

25,

26.

27.

28.

29.

30.

31

32.

biending facility, or who owns or controls the blend-

stock or gasoline used or the gasoline produced at an

oxygenate blending facility.

“Oxygenated Arizona CBG” means Arizona CBG with

2 minimum oxygen content of 2.7% which is produced

and shipped to Maricopa County and sold or offered for

sale for use in motor vehicles in area A from November

I through March 31 of each year.

“QOxygen content” means:

a. For area A, the percentage by weight of oxygen
contained in a gasoline oxygenate blend as calcu-
lated by ASTM D-4815-96; or

b. For areas other than area A, the percentage by
weight of oxygen as caleulated by multiplying the
oxygen weight of any oxygenate as listed herein,
by the volumetric percentage of that oxygenate in
the blend. Weight of oxygen for:

. Moethyl Tertiary Butyl Ether: 18.2%

ii. Ethanol: 34.7%

ifi. Methanol: 49.9%

iv. Other oxygenates as listed in Merck Index
incorporated by reference in R20-2-702.

“Pipeline” means a transporter that owns or operates an
interstate common-carrier pipe that fansporis motor
fuels into the state of Arizona.
“PM” means the California Predictive Model, California
Air Resources Board’s “California Procedures for Eval-
vating Alternative Specification for Phase 2 Reformu-
Jated Gasoling Using the California Predictive Model,”
as adopted April 20, 1995,
“PM alternative gasoline formulation” means a final
blend of gasoline produced and shipped to Maricopa
County and sold or offered for sale for use in motor
vehicles in area A that is subject to a set of PM alterna-
tive specifications.
“PM alternative specifications” means the specifications
for the following gasoline properties, as determined in
accordance with R20-2-759: maximum RVP, expressed
in the nearest 100th of a pound per square inch; maxi-
mum suifur content, expressed in the nearest part per
million by weight; maximum olefin content, expressed
in the nearest 10th of a percent by volume; minimum
and maximum oxygen content, expressed in the nearest
10th of a percent by weight; maximum T50, expressed
in the nearest degree Fahrenheit; maximum T50,
expressed in the nearest degree Fahrenheit; and maxi-
mum aromatic hydrocarbon content, expressed in the
nearest 10th of a percent by volume.
“PM averaging compliance option” means, with refer-
ence to a specific gasoline property, the compliance
option for PM alternative gasoline formulations under
which final blends of gasoline are assigned designated
alternative  limits in accordance with R20-2-
751ED)(E) and (F) and-R20-2-751:04¢F).

“PM averaging [imit” means a PM alternative specifica-

tion that is subject to the PM averaging compliance

option.

“PM flat limit" means a PM alternative specification

that is subject to the PM flat limit compliance option.

“pM flat limit compliance option” means, with refer-

ence to a specific gasoline property, the compliance

option under which each gallon of gasoline must meet
the specification for the property contained in the PM
alternative specifications.

“Produce” means:

Volume 3, Issue #45
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2.  Except as otherwise provided in subparagraphs (b)
or (c) of this definition to convert liquid com-
pounds which are not Arizonz CBG or AZRECOB
into Arizona CBG or AZRBOB. When a person
blends volumes of blendstocks which are not Ari-
zona CBG or AZRBOB with volumes of Arizona
CBG or AZRBOB acquired from another person,
and the resulting blend is Arizona CBG or AZR-~
BOB, the person conducting such blending has
produced only the portion of the blend which was
not previously Arizona CBG or AZRBOB. When a
person blends Arizona CBG or AZRBOB with
other volumes of Arizonz CBG or AZRBOB in
accordance with these rules, without the addition of
blendstocks which are not Arizona CBG or AZR~
BOB, the person does not produce Arizona CBG or
AZRBOB,

b, Where a person supplies Arizona CBG or AZR-
BOB to a refiner who agress in writing to further
process the Arizona CBG or AZRBOB at the
refiner's refinery and to be treated as the producer
of the Arizona CBG or AZRBOB, the refiner shall
be deemed for all purposes under this Article to be
the producer of the Arizona CBG or AZRBOB.

¢. Where an oxygenate blender blends oxygenates
into AZRBOB which has already been supplied
from a gasoline production facility or import facil-
ity, and does not alter the guality or quantity of the

R20-2-709.

41. “Third-party terminal” means a terminal that accepts
custody, but not ownership, of Arizona CBG or AZR-~
BOB from a registered supplier and relinquishes cus-
tody to a transporter for interstate transport info
Arizona,

42, “Transmix” means 2 mixture of petroleum distiliate fuel
and gasoline that does not meet the Arizona standards
for either petroleum distillate fuels or gasoline.

43, “Transporter” means any person who is not a producer

or importer and who:

a. Effects transport of Arizona CBG or AZRBOB into
the state, and

b, Does not assume title or ownership of that Arizona
CBG or AZRBOB.

44, “Type I gasoline” means a gasoline that meets the stan-
dards contained in subsestion R20-2-751(A) and Table
1-eFR20-2-75%.

45. “Type 2 gasoline” means a gasoline that meets the stan-
dards contained in subseetion R20-2-751(A) and Table
2 of-R20-2-75%, or is certified using the PM in accor-
dance with the requirements of R20-2-751(E D), (B) and
{F)

46’-‘ [ -y

46 47.°VOC” means volatile organ-ic compound.

Record Retention Requirements for Service Sta-

tions and Fleet Owners

. . . A.  Service stations and fleet owners shall retain, on the premises
AZR;.B?B or ﬂr;?fqt‘xjagty or q‘?::mtﬁ ‘;ﬁ ﬁacl:izgulgg to which motor fuel has been delivered, written documenta-
g:hso Ine as ceriiiie tyfa r":ﬁ‘ :1:1:%‘ i PP p dl: osi}‘; tion to verify the quantity and identity of each grade of motor
o eéo?lzgg?:i ?c?: ot?xrer :'mila; 22 d?tivesP the fuel delivered. The documentation shall be retained for at
con 1ves o im > least the four 3 most recent deliveries of each grade or of
oxygenats blender is not producing any portion of motor fuel and shall, upon request, be presented to any
the resulting gasoline, and the producer or importer Department official fo,r review
gi télxete:xzonggglgingrﬁdofasth?:esggiuw;sgf B. For all motor fuels other than Arizona CBG, the documenta-
Hng €5 tion shall be on the bill of lading, loading ticket, manifest,
“Pmduca:r” means a refiner or other person who pro- delivery receipt, invoice, or other documentation used in cus-
tomary business practice and shall provide the followi
duces Arizona CBG or AZRBOB. frrationr T P orowing
“Production facility” means a facility at which Arizona 1. Vendor's name,
CBG or AZRBOB is produced. Upon request of a pro- 2. Point of origin,
ducer, the director may designate, as part of the pro- 3. Manifest or loading ticket number,
ducer’s production facility, a physically separate bulk 4. Date of delivery,
storage facility which is owned or leased by the pro- 5. Quantity of each grade of product,
ducer, is operated by or at the direction of the producer, 6. Qctane rating of the product, and
and is not usec} to store or distribute Arxzona.CBG or 7. Type of oxygenate and volume of oxygenate as a per-
AZRBOB that is not supplied from the production facil- cent of the total blend pursuant to R20-2-712.
:‘ty 8. In area A, between—tune-tr-1998.and-September-30;
Refiner” means any person who owns, leases, operates, 4698;~and beginning on May 1, 1999, the statement
controls or supervises 2 refinery in the United States of “This gasoline is not intended for sale in area A.”
America, including its trust territories. C. Service stations and fleet owners in area A shall retain prod-
“RVP” means Reid vapor pressure, uct transfer documents as provided for in R20-2-757 for each
“Refinery” means a facility that produces liquid fuels, shipment of gasoline delivered during the preceding 12
including Arizona CBG or AZRBOR, by distilling mgnths. The documentation for the four 3 most recent deliv-
petroleum. eries shall be maintained on the premises. Documentation for
“Service station” means a place operated for the purpose the remainder of all _de}wenes for the preceding 12 months
of delivering motor fuel into the fuel tanks of motor igﬁegeb;vgéaj)éicﬁ?m 2 working days from the time of
vehicles. :
cery . x i . D.  All documents requested for review by a Department official
Registered supplier” means any producer or importer - *
who supplies Arizona CBG or AZRBOB and has regis- %iom%ﬁst, shall be photocopied and presented to the
tered with the director 2s required in R20-2-750. P )
“Supply” means to provide or transfer a product to a  R20-2-721.  Sampling and Access to Records
physically separate facility, vehicle, or transportation A. Samples of motor fuel for testing shall be obtained by the
system. " Department or its authorized agents from:
Page 3094 November 7, 1997
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R20-2-750,
AZRBOB
A. Each of the following persons shall register with the director

November 7, 1997

The same dispensing device used for sales to customers,
The same dispensing device used for dispensing motor
fuel into fleet vehicles,

Any bulk storage facility,
Any common carrier handling motor fuel, including
Arizona CBG,
Any transporter of Arizona CBG or AZRBOB,

Any final distribution facility,

Any 3rd-party terminal handling Arizona CBG or AZR~
BOBRB, or

8. Any oxygenate blender or registered supplier.

BE. The documentation and records pertaining to the production,
importation, blending, transport, distribution and delivery of
Arizona CBG and AZRBOB required to be kept by this Arti
cie shall be available for inspection at any reasonable time by
the Department or its authorized agents.

Registration Pertaining te Arizona CBG or

in advance of the Ist date that such
person will produce or import Arizona CBG or AZRBOB:

Any refiner who will produce Arizona CBG or AZR-

BOB for sale on or after June 1, 1998,

2.  Any importer who will import Arizona CBG or AZR-
BOB for sale on or after June 1, 1998,

3. Any oxygenate blender who will blend oxygenate with
AZRBOB to produce Arizona CBG for sale on or after
June 1, 1998,

4,  Any pipeline or 3rd-party terminal who will have cus-
tody of Arizona CBG or AZRBOB on or after June 1,
1998.

Registration shall be on forms prescribed by the director and

shall include the following information:

1.  The name, business address, contact name, and tele-
phone number of the person required to be registered in
subsection (A) of this Section.

2. For each separate refinery and oxygenate blending facil-
ity, the facility name, physical location, contact name,
telephone number, and type of facility; and

3. For each separate refinery and oxygenate blending facil-
ity, and for each importer's operations:

a. Whether records are kept on-site or off-site of the
refinery or oxygenate blending facility, or in the
case of importers, the registered address;

b, I records are kept off-site, the primary off-site
storage facility name, physical location, contact
name, and telephone number; and

c. The name, address, contact name and telephoneg
number of the independent laboratory if used to
meet the requirements of R20-2-732(F).

4, The EPA registration number supplied under 40 CFR
80.76(d), if any.

3. A statermnent of consent by the registrant that the Depart-
ment or its authorized agent shall be permitted to collect
samples and access documentation and records as pro-
vided in R20-2-721,

C. Changes to any information submitted in subsection (B) shall
be sent to the director not later than 10 calendar days after the
effective date of such change.

D. Whenever a refiner, importer, or oxygenate blender fails to
register, all Arizona CBG or AZRBOB transported to area A
shall be presumed to be noncomplying from the date that the
registration should have occurmred.

E. The department shall maintain a listing of al! registered sup-
pliers.

R20-2-751.  Area A Arizona CBG Requirements - 1999 and

later

A. In addition to the other requirements of this Article, on or
after May 1, 1999, ail Arizona CBG shall meet all of the fol-
lowing requirements:

Property Limits
1.  Suoifur 500 ppm by weight {tnax)
2. Aromatics 50% volume, (max)
3. Olefins 25% by volume (max)
4. E200 70-30% volume
5. E300 100-70% volume
6. Maximum Vapor Pressure
a. Octl-Mar3l 9.0 pounds per square inch(psi)
b April 10.0 psi
c. May 9.0psi
d. Junel-S8ept30 7.0psi
7. Oxygenand Oxygenates
2.  Minimum Content:
i, Novl-Mar3l 10% ethanol by volume
2.7% oxygen by weight
(other than ethanof)
. April1-0ct31 0% by weight
b. The maximuwn oxygen content shall not exceed
4.0% by weight for ethano! and 3.5% by weight for
other oxygenates, and shall comply with the
requirements of A.R.S. § 41-2123,
8. Federal Complex Model VOC Emissions Performance
Reduction
May I through Sept 13 >25.0% (Federal Complex
Model seftings: Summer,
Area Class B, Phase 2)
%, Federal Complex Model NO, Emissions Performance’
Reduction
a. May1-Septls > 3.0% (Federal Complex
Model settings: Summer,
Area Class B, Phase 2}
b. Septl16-April30 > -2.5% (Federal Complex
Model  seitings: Winter,
Area Class B, Phase 2)
1. Dates represent compliance dates for service stations
and fleet owners,
B. All registered suppliers shall make an initial election, and
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subsequent elections when a change occurs, prior to the

beginning of transport of the Arizona CBG or AZRBOB and

notify the director on a form or in a format preseribed by the
director:

1.  Whether the registered supplier (at each point where the
gasoline is certified) will supply Arizona CBG or AZR-~
BOB that complies with the Type 1 gasoline, Type 2
gasoline, or the PM alternative gasoline formulation
requirements.

2. For each property, whether the Arizona CBG or AZR-
BOB will comply with the average standards or per gal-
lon standards. A registered supplier shall not elect to
comply with average standards unless the supplier is in
comptliance with R20-2-760.
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C. Registered suppliers shall certify Arizons CBG or AZRBOB
in accordance with the provisions of R20-2-752 a5 meeting
all requirements applicable to the election made in subsection
(B) of this Section. Type 1 gasoline shall comply with the
applicable requirements in either column A, or columns B
and C in addition to the oxygen requirements in columns C
and D of Table 1, and shall be certified using the Federal
Complex Model. For each property, Type 2 gasoline shall
comply with the applicable requirements of Columns A and
B (averaging options) or Column C (Non-averaging option)
in Table 2. The PM alternative gasoline formulation shall
meet the requirements of subseetionD) subsections (D). (E)
and (F) of this Section, and Table 2, Column A.

D.  Certification and Use of Predictive Model for Altemative PM
Gasoline Formulations

L

&
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Except as provided in paragraph
4) of this subsection and subsection (F) of this Section
the use of the PM shall be as provided in the Predictive

Model Procedures.

A registered supplier shall certify a PM alternative gaso-

line formulation with the director in 1 of the following

ways:
a  Submittal to the director of a complete copy of the
documentation provided to the executive officer of
the California Air Resources Beard in accordance
with 13 California Code of Regulations, Section
2264; or
b, The registered supplier shall notify the director, on
& form or in a format prescribed by the dirsctor, of:
i.  The PM alternative specifications that will
apply to the final blend, including for each
specification whether it applies as a PM flat
limit or a PM averaging limit; and

ii. The numerical vatues for % change in emis-
sions for oxides of nitrogen and hydrocarbons
as determined in accordance with the Predic-
tive Modet Procedures.

#t3. The certification shall be received by the
director prior to of the beginning of transport
of the PM glternative gasoline formulation.

Restrictions associated with elections to sell or supply

{inal blends as PM altemnative gasoline formulations.

a. A registered supplier may not make a new election
to sell or supply from its production or import facil-
ity 4 final blend of Arizona CBG as 2 PM alterna-
tive gasoline formulation if the registered supplier
is subject to any outstanding requirements to pro-
vide offsets at the same production or import facil-
ity pursuant to any provision in R20-2-751(EG)-er
R20-2-I5L0HE)

b.  Once a registered supplier has elected to sell or
supply from its preduction or import facility 2 final
blend of Arizona CBG as a PM alternative gasoline
formulation subject to a PM averaging compliance
option for 1 or more properties, the registered sup-
plier may not elect any other compliance option,
including another PM alternative gasoline formula-
tion, if there are outstanding requirements to pro-
vide offsets for such property or properties
pursuant to the applicable provisions in R20-2-
TSUES) : . However, this sub-
paragraph shall not preclude a registered supplier
under the circumstances described above from
electing another PM alternative gasoline formula-
tion where:

i.  The only changes are that either PM flat limits
for 1 or more properties are changed to PM
averaging limits, or a single PM averaging
limit for which there are no outstanding
requirements to provide offsets is changedto a
PM flat limit;

ii. There are no changes to the PM alternative
specifications for the remaining properties;
and

iil. The new PM alternative formulation meets the
criteria for approval in the Predictive Model
Procedures.

¢.  Once a registered supplier has elected to sell or
supply from its production or import facility a final
blend of Arizona CBG as a PM alternative gasoline
formulation, the registered supplier may not use
any previously assigned designated alternative
limit for 2 property to provide offsets pursuant to
R20-2-751 : for any final
blend sold or supplied from the production or
import facility subsequent to the election,

d. Omee a registered supplier has notified the director
pursuant to R20-2-751(B) er-R20-2-751-01B) that
a final blend of Arizona CBG is being sold or sup-
phied from a production or import facility as a PM
alternative gasoline formulation, all final blends of
Arizona CBG subsequently sold or supplied from
that production or import facility shall be subject to
the same PM alternative specifications unti] the
registered supplier either:

i. Designates a final blend at that facility as a
PM alternative gesoline formulation subject to
different PM alternative specifications, or

fi. Elects in accordance with R20-2-751(B)-er
R20-2-951:043) to have a final blend at that
facility subject to flat limit compliance
options or averaging compliance options.

E. Prohibited activities regarding PM alternative gasoline for-
mulations,

L
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No registered supplier shall sell, offer for sale, supply,

or offer for supply from its production or import facility

Arizona CBG which is reported pursnant to R20-2-

751(B} as a PM alternative gasoline formulation subject

to PM alternative specifications if any of the following

oceur:

a.  The identified PM alternative specifications do not
meet the criteria for approval in the Predictive
Model Procedures; or

b.  The registered supplier was prohibited by R20-2-
751(DY3E4)a) from electing to sell or supply the
gasoline as a PM alterative gasoline formulation;
or

¢.  The gasoline fails to conform with any PM flat
limit in the identified PM alternative specifications:
aor

d.  With respect to any property for which the regis-
tered supplier has identified a PM averaging limit:
i The gasoline exceeds the applicable PM aver-

age limit, and no designated alternative limit
for the property has been established for the
gasoline in accordance with R20-2-751(D)2)

5 ; Or
il. A designated alternative limit for the property
has been established for the gasoline in accor-
dance with R20-2-751(D)2) er—R20-2-
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F5L0HPHE), and either of the following
occur: the gasoline exceeds the desipnated
alternative Hmit for the property, or where the
designated alternative limit for the property
exceeds the PM averaging limit, the exceed-
ance is not fully offset in accordance with the
applicable provisions in R20-2-751{EG) et

All alternative PM gasoline formulations from November 1

through March 31 shall comply with oxygen content require-

ments for area A. Regardiess of the oxygen content of the
final alternative PM gasoline formulation, it shall be certi-
fied:

1. Using the PM with an oxygen content of 2.7% by
weight, or

2. Inaccordance with subsection D(2)(a) of this Section.
Offsetting Physical Properties. Beginning April 1, 1999, each
registered supplier who has elected to comply with the aver-
aging standards for any of the physical properties contained
in Tables 1 or 2, or the PM, shall complete physical transfer
from the same production or import facility of certified Ari-
zona CBG or AZRBOB in sufficient quantity to offset the
extent to which the gasoline exceeded each averaging stan-
dard according to the following schedule:

1. Registered suppliers electing averaging standards con-
tained in Table 2 or the PM shall offset each exceeded
average standard within 90 days before or after the
beginning of transport from a production or import facil-
ity of any final blend of Arizona CBG or AZRBOB,

2. Registered suppliers electing to comply with the averag-
ing standard for the VOC Emission Reduction contained
in Table 1, Column B, shall offset any exceedance of the
standards during the peried of May 1 to September 15 of
each calendar year.

3. Repistered suppliers electing to comply with the averag-
ing standard for the NO,, Emission Reduction contained
in Table 1, Column B, shall offset any exceedance of the
summer standard during the period of May 1 to Septem-
ber 15 of each calendar year.

4. Registered suppliers electing to comply with the averag-
ing standard for the NO, Emission Reduction contained
in Table 1, Column B, shall offset any exceedance of the
winter standard during the period of September 16 to
April 30.

H. Consequences of failure to comply with averages.

1. I addition to penalties, if any, under R20-2-762, any
registered supplier who fails to comply with the require-
ments of subsection (E G) shall meet the applicable per
gallon standards contained in TFable 1, Table 2, or for
any afternative PM gasoline formulation, for 2 proba-
tionary period as follows:

a.  For persons electing to comply with the standards
contained in Table 1, the probationary period shall
begin on the 1st day of the next similar averaging
season and end on the last day of that averaging
season if the conditions of paragraph (2) of this
subsection are met.

b.  For persons electing to comply with the standards
contained in Table 2, the probationary period will
begin no later than 90 days after the registered sup-
plier determines, or they receive a notice from the
director, that the registered supplier has failed to
comply with the requirements of subsection (BG).
Before the probationary period begins, the regis-
tered suppliet shall notify the director in writing of

1

1.
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the beginning date of the probationary period. The
probationary period will last for 90 calendar days,

2. A registered supplier may not begin producing or
importing Arizona CBG or AZRBOB under an averag-
ing compliance election until the registered supplier
demonstrates to the director’s satisfaction that measures
necessary to prevent future noncompliance have been
impiemented and that facility compliance with averag-
ing will be achieved.

3. If aregistered supplier fails to comply with the require-
ments of subsection (BG) of this Section within 1 year
of the end of a probationary period provided under para-
graph (1) of this subsection, the registered supplier shall
comply with applicable per galion standards for a proba-
tionary period of at least 2 years, and until the condi-
tions in paragraph (2) of this subsection are satisfied.

a.  For persons electing to comply with the standards
contained in Table 1, the probationary period shall
begin on the 1st day of the next similar averaging
5eason.

b.  For persons electing to comply with the standards
contained in Table 2, the probationary perfod will
begin ne later than 90 days afier the registered sup-
plier determines, or receives notice from the direc-
tor, that the registered supplier has failed to comply
with the requirements of subsection (EG). Before
the probationary period begins, the registered sup-
plier shall notify the director in writing of the
beginning date of the probationary period.

4. If aregistered supplier fails to comply with the require-
ments of subsection (BG) of this Section within § year
of the end of a probationary period provided under para-
graph (3} of this subsection, the registered supplier shall
comply with applicable per gallon standards,

Effect of VOC survey failure. On each occasion that area A
fails a Federal Complex Model VOC emissions reduction
survey on or after May 1, 1999, conducted pursuant to R20-
2-760, the Federal Complex Model VOC emissions perfor-
mance reduction in R20-2-751{AX8) and the minimum per
gallon VOC emission reduction percentage in Table 1 shall
be increased by an absolute 1.0%, not to exceed the VOC
percent emissions reduction per gallon standard in Table 1.
Effect of NO, survey failure, On each occasion that area A
fails a Federal Complex Model NO, emissions reduction sur-
vey on or after November 1, 1999, conducted pursuant to
R20-2-760, the Federal Complex Madel NO, emissions per-
formance reduction in R20-2-751(A)(9)(b} and the minimum
per gallon NO, emission reduction percentage applicabls to
the period of September 16 through April 30 in Table I shall
be increased by an absolute 1.0%, not to exceed the NO, per-
cent emissions reduction per galion standard applicable to the
same time period in Table 1.
Subsequent survey compliance. In the event that the mini-
mum VOC or NO, emissions reduction has been made more
stringent in accordance with subsections (1) or () of this
Section, and area A passes all emissions reduction surveys
for the pollutant for 2 consecutive years, the applicable VOC
or NO, emissions reduction adjusted standard shall be
reduced by an absolute 194, but not below the applicable min-
imum Federal Complex Model emission reduction perfor-
mance standard in Table 1, beginning in the year following
the 2nd year of the compliant survey series.

In the event that the required VOC or NO, emissions reduc-

tion has been made less stringent pursuant to subsection FK)
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of this Section and area A fails a subsequent VOC or NO,

emissions reduction survey:

1.  The applicable minimum emission reduction standard in
Table 1 and paragraph (A), for the pollutant shall be
increased by an absolute 1.0%, not to exceed the appli-
cable minimum Federal Complex Model emission
reduction performance per-gatlon standard in Tabie 1,
beginning in the year following this subsequent failure;
and

2. The minimum emission reduction for the poliutant
thereafter shall not be made less siringent regardless of
the results of subsequent surveys for that pollutant.

M. Effective date for more stringent standards. In the case of any
standard that is changed to be more stringent by operation of
subsections-{(Gy-GHs-er-(h (1), () or (K) of this Section, the
effective date for such change shall begin with the next aver-
aging season for which that standard is applicable.

R20-2-751 OI.MWHM}&GBG-R@W%

+  Sulfur $500-pps-by-weight-{mux)

F Avemeties ——  $0%by-volumer(mex

3  Olefins 25%-byr-velume-fme)-

4 E206- Fo-38%-volume

8. K300 106-70%vohune

&  Modbmem-Veper-Pressure

. fupe-t--Bept-36  FO-pst-
Oxypen-and-Cuygenntes

8
9.
16, Dates represent compliance dates for service stations supply-frem-its-producton-or-importfacility-a-finat

and fleet owners. blend-of-Arizono-CBGns-0-PMalternative-paseline
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either-of-the-followinp-oceus: R20-2-752. General Requirements for Registered Suppliers
{a) The-gaseline-exeeedsthe designated A. Each batch of Arizona CBG or AZRBOB transported for sale
alternative-lmit-for-the-propertyror or use in area A frem-June-Through-September-30,-1008or
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from and after May 1, 1999, shall be certified as meeting the

standards in this Article.

Certification shall be made by the producer or the importer.

Certification shall be on a form or in a format and in 2

medium prescribed by the director and shall include 2 state-

ment signed by the responsible party that the Arizona CBG or

AZRBOB meets applicable standards. The certification shall

include information on batch properties of Arizona CBG or

AZRBOB, For each batch transported, all required data shali

be received by the director on or before the 15th day of each

month for the Arizona CBG or AZRBOB transported during
the previous month.

Record Keeping and Records Retention.

1. Each registered supplier required to sample and analyze
4 final blend or shipment of Arizona CBG or AZRBOB
pursuant to this subsection shall maintain, for § years
from the date of each sampling, records showing the
sample date, identity of blend or product sampled, con-
taiter or other vessel sampled, the final blend or ship-
ment volume, and the sulfur, aromatic hydrocarbon,
olefin, oxygen, RVP, and as applicable, T50, T90, E200
and E300 as determined in accordance with R20-2-739
of this-Astiele. All Arizona CBG or AZRBOB produced
or imported by the registered supplier and not tested as
required by this Section shall be deemed to have a RVP,
sulfur, aromatic hydrocarbon, olefin, oxygen, T3¢ and
T90 exceeding the standards specified in R20-2-751 ané
R20-2.751:04, or exceeding the comparable PM averag-
ing limits if applicable, unless the importer demon-
strates that the Arizona CBG or AZRBOB meets those
standards and limits.

2. A registered supplier shall provide to the director any
records required to be maintained by the registered sup-
plier pursuant to this subsection within 20 days of a
written request from the director if the request is
received before expiration of the period during which
the records are required to be maintained. Whenever a
registered supplier fails to provide records regarding a
blend or shipment of Arizona CBG or AZRBOB in
accordance with the requirements of this Section, the
{inal blend or shipment of Arizona CBG or AZRBOB
shall be presumed o have been sold by the registered
supplier in violation of the standards in R20-2-751 end
R20-2-75+-04, or exceeding the comparable PM averag-
ing limits if applicable, unless the importer demon-
strates that the Arizona CBG or AZRBOB meets those
standards and lmits.

D. Notification requirement. A registered supplier shall notify

E.
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the director by facsimile prior to the beginning of transport of

Arizona CBG or AZRBOB into area A by means other than a

pipeline.

Quality Assurance/Quality Control {QA/QC) Program. Each

registered supplier shall develop a QA/QC program to dem-

onstrate the accuracy and effectiveness of the registered sup-
plier’s laboratory testing. The QA/QC program shall be
submitted to the director for approval at least 3 months prior
to transport of Arizona CBG or AZRBOB. In lieu of the QA/

QC program, registered suppliers may opt to comply with the

independent testing requirements of subsection (F) of this

Section.

Independent testing.

1. Any registered supplier of Arizona CBG or AZRBOB
that does not comply with the requirements of subsec-
tion (E) of this Section shall carry out a program of inde-
pendent sample collection and analyses for the Arizona
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CBG or AZRBOB it produces or imports, which meets

the requirements of 1 of the following 2 options:

a.  Option 1. The registered supplier shall, for each
batch of Arizona CBG or AZRBOB that is pro-
duced or imported, have an independent laboratory
collect and analyze 2 representative sample from
the batch using the methodology specified in R20-
2-759 for compliance with each property for which
the Arizona CBG or AZRBOB has been certified.

b, Option 2. The registered supplier shall have an
independent testing program carried out for all Ari~
zona CBG or AZRBOB produced or imported,
which shall consist of the following;

i An independent laboratory shall collect a 1ED-
resentative sample from each batch;

fi. The director shall identify up to 10% of the
total number of samples collected under sub-
paragraph (b)(i) of this subsection; and

iil. The designated independent laboratory shall,
for each sample identified by the director,
analyze the sample using methodology speci-
fied in R20-2-759 for each property for which
that batch was certified.

The director may request a portion of the batch sample

collected under this subsection for analysis by the direc-

tor.  The sample shall be submitted to the director
within 24 hours of written request,

Designation of Independent Laboratory

a.  Any registered supplier that does not comply with
subsection (E) shali designate 1 independent labo-
ratory for each production or import facility at
which Arizona CBG or AZRBOB is produced or
imported. This independent laboratory wilt shall
collect samples and perform analyses in compli-
ance with the requirements of this subsection.

b, Any registered supplier shall identify this desig-
nated independent laboratory to the director under
the registration requirements of R20-2-750.

¢ Inorderto be considered independent:

i The laboratory shall not be operated by any
registered supplier, and shall not be operated
by any subsidiary or employee of any regis-
tered supplier;

il The laboratory shall be free from any interest
in any registered supplier; and

iii. The registered supplier shall be free from any
interest in the laboratory.

Notwithstanding the restrictions in items (i)
through (iii) of this subparagraph, a laboratory
shall be considered independent if it is owned ar
operated by a gasoline pipeline company, regard-
less of ownership or operation of the gasoline pipe-
fine company by producers or importers, provided
that such pipeline company is owned and operated
by 4 or more producers or importers,

d.  Use of a laboratory that is debarred, suspended, or
proposed for debarment pursuant to the Govern-
ment wide Debarment and Suspension regulations,
40 CFR 32, or the Debarment, Suspension and
Ineligibility provisions of the Federal Acquisition
Regulations, 48 CFR 9(9.4), shall be deemed non-
compliance with the requirements of this subsec-
tion.

Any registered supplier shall cause its designated inde-

pendent laboratory:
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a. At the time
it collects a representative sample from a batch of

applicable standards in either R20-2-751(A)-or-R20-2-
F5+:01A), with no reproducibility or rounding.

Arizona CBG or AZRBOBR, to record the following B, Any pipeline or 3rd-party terminal that transports Arizona

information: CBG or AZRBOB shall collect a sample of each incoming

1. The producer’s or importer’s assigned batch batch. The pipeline or 3rd-party terminal shall retain each
nurnber for the batch being sampled; sample coilected pursuant to the requirements of this subsec-

ii. The volume of the batch; tion for a period of at least 30 days, except that this period

ili. The identification number of the gasoline stor- shall be extended for individual samples to a period of up to
age tank or tanks in which the batch was 180 days upon request by the director.
stored at the time the sample was collected; C. Any pipeline shall conduct quality control testing of Arizona

iv. The date and time the batch became finished CBG or AZRBOB at a frequency of no less than 1 sample
Arizona CBG or AZRBOB, and the date and from 1 batch completing shipment per supplier per day at
time the sample was collected; each input location.

v. The grade of the batch (for example, unleaded  D. The pipeline shall provide the director with a report summa-
premiumn, vnleaded mid-grade, or unleaded); rizing the laboratory testing results required in subsection (C)
and within 10 days of the end of each calendar month. The report

vi. In the case of Arizona CBG or AZRBOB pro- shall contain the quantity of Arizona CBG or AZRBOB and
duced through computer-controlled in-line date tendered, whether it entered a pipeline, present location
blending, the date and time the blending pro- of fuel sample, and laboratory analysis results.
cess began and the date and time the blending K.  For any batch that does not meet the applicable standards in
process ended, unless exempt under subsec- either R20-2-751(A) or—R20-2-751:01LA), but is within
tion (G) of this Section; reproducibility, the pipeline shall notify the director by fac-

b. To retain each sample collected pursuant to the simile within 48 hours with the quantity and date tendered,
requirements of this subsection for a period of at proposed date of shipment, whether it entered a pipeline,
least 45 days, except that this period shall be present location of fizel, and laboratory analysis results.
extended to 2 period of up to 180 daysuponrequest ¥, For any batch that does not meet the applicable standards in
by the director; either R20-2-751(A) e-R20-2-751.0H4), including repro-

¢.  To submit to the director periodic reportsy-as-fol- ducibility, the pipeline or 3rd-party terminal shall notify the
lows: . director by facsimile within 24 hours with the quantity and

k 7 ¥ g date tendered, proposed date of shipment, whether it entered
1998 -reporis-shall-be-submittedron-the 15thof a pipeline, present location of fuel, and laboratory analysis
every-meonth-for-sumples—eolected-and-ana- results. If the product is still within the pipeline or 3rd-party
rzed-during-the-previous-month— terminal’s control, measures shall be taken to stop the release

#.  From May 1, 1999, and after, reposts-shatl-be of product from a distribution point until such time as it can
submitted on the 15th of the month following be certified as meeting the standards in R20-2-751(A) and
the previous 3-month reporting period. R20-2-751-01A;.

Each report shall include, for each sampie of Ari-  G. The director wili not consider the pipeline to be liable under

zona CBG or AZRBOB that was analyzed pursuant R20-2-761 if the pipeline has complied with all of the proce-

to the requirements of this subsection: dures in this Section,

€hi. The results of the independent laboratory’s  H. The pipeline or 3rd-party terminal shall develop a QA/QC
analyses for each property; and program to demonstrate the accuracy and effectiveness of the

¢Dii.The information specified in this subsection pipeline or 3rd-party terminal’s laboratory testing, In addi-
for such sample; and tion, 3rd-party terminals shall include a deseription of the

d. To supply to the director, upon the director’'s laboratory testing protocol used to verify that the gasoline
request, a portion of any such sample. being supplied for transport to area A meets the applicable

G. Exemptions to QA/QC and Independent Laboratory Testing standards in either R20-2-751(A) er-R26-2-751:040A}. The
Requiremcnts BA) prosram—shali—be—submitted-to-the-directo &
1. Any registered supplier that produces or imports Ari-

zona CBG using computer-controlied in-line blending

equipment and is operating under an exemption from

EPA in accordance with 40 CFR 80.65(£)(4) is exempt party-iepminal-that-registers-afier-tanuary-26;-1998-the The

from the requirements of R20-2-752(E) and (F). QA/QC program shall be submitied to the director for
2. Reports of the results of the independent audit program approval at least 3 months in advance of the Ist date such
of the refiner’s computer-controlled in-line blending registrant transports Arizona CBG or AZRBOB.

operation that are submitted to EPA under 40 CFR 1. Units within a 3rd-party terminal used as production, import

80.65(f)(4) shall additionally be submitted to the direc- or oxygenate biending facilities shall be exempted from the
tor by March 1 of each year, provisions of this Section, but shall comply with applicable
R20-2-753.  General Requirements for Pipelines and 3rd- requirements for registered suppliers or oxygenate blenders.
party Terminals R20-2-754. Downstream Blending Exceptions for Transmix
A. A Fhe pipeline or 3rd-party terminal shall not accept Arizona A, Pipelines may blend transmix into Arizona CBG or AZR-
CBG or AZRBOB for transport unless: BOB at a rate not to exceed 1/4 of 1%. Each pipeline shall
1. The supplier is registered with the department; and document the transmix blending (recording each batch and
2. The supplier provides written verification that the gaso- volume of transmix blended) and maintain the records at the
line is Arizona CBG or AZRBOB and complies with the terminal for 2 years.
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B. One of 2 methods shall be used to measure the transmix as it
is blended into the product stream:

1.
2.

R20-2-755,

Meters, calibrated at least twice each year; or

Tank gauge as per API Manual of Petroleum Measure~
ment Standards, Chapters 3.1A (1st edition, December
1994) and 3.1B (Ist edition, April 1992), which is incor-
porated by reference and is on file with the Secretary of
State.

Additional Requirements Pertaining to AZR-

BOB and Downstream Oxygenate Blending
A. Application of Arizona CBG standards er to AZRBOB.

1,

Determining whether AZRBOB complies with the stan-

dards for Arizona CBG.

a, Where a registered supplier has designated a final
blend as AZRBOR and has complied with all appli-
cable provisions of this Section, the properties of
the final blend for purposes of compliance with
Tables 1; or 2r0e3 inR20-2-751 and R20-2-755:04
shall be determined by adding the specified typ
and amount of oxygenate to a representative sam-

. ple of the AZRBOB and determining the propetties
and characteristics of the resulting gasoline in
accordance with zn applicable test method identi-
fied in R20-2-759. Where the registered supplier
designated a range of amounts of oxygenate or
more than 1 oxygenate type to be added to the
AZRBOB, the minimum designated amount of the
oxygenate having the smallest designated volume
shall be added to the AZRBOB when determining
the properties and characteristics of the final blend.
If the registered supplier has not complied with any
applicable provisions of this Section, the properties
of the final blend for purposes of the producer’s or
importer’s compliance with R20-2-751 and-R26-2~
75401, excluding requirements for RVP, shall be
determined without adding oxygenate to the gaso-
line.

b. In determining whether AZRBOB complies with
the standards for Arizona CBG, the oxygenate
added must be representative of the oxygenate the
registered supplier reasonably expects will be sub-
sequently added to the final blend.

Calculating the volume of a final blend of AZRBOB.

Where a registered supplier has designated a final blend

as AZRBOB and has comphied with ali applicable provi-

sions of this Section, the volume of & the final blend
shall be caleulated for compliance purposes as contained
in R20-2-751 aad-R20-2-751-61 by adding the mini-
mum designated amount of the oxygenate having the
smallest volume designated by the registered supplier. If
the registered supplier has not complied with any appli-
cable provisions of this Section, the volume of the final
blend for purposes of the preducer's or importers com-
pliance with R20-2-751 and-R20-2-751.0% shall be cal-
culated without adding the amount of oxygenate to the
AZRBOB.

B. Restrictions on transfetring AZRBOB.

1. No person may transfer ownership or custody of AZR-
BOB to any other person unless the transferee has noti-
fied the transferor in writing that either:

a. The transferee is a registered oxygenate blender
and will add oxygenate of the types and amount (or
within the range of amounts) designated in accor-
dance with R20-2-757 before the AZRBOB is
transferred from a final distribution facility, or
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b. The transferee will take all reasonably prudent
steps necessary to assure that the AZRBOB is
transferred to a registered oxygen blender who
adds the type and amount (or within the range of
amounts) of oxygenate designated in accordance
with R20-2-757 to the AZRBOPR before the AZR-
BOB is transferred from a final distribution facii-
ity.

No person may sell or supply AZRBOB from a final dis-

tribution facility where the type and amount or range of

amounts of oxygenate designated in accordance with

R20-2-757 has not been added to the AZRBOB.

C. Restrictions on blending AZRBOB with other products. No
person may combine any AZRBOB that has been supplied
from the facility at which it was produced or imported with
any other AZRBOB, gasoline, blendstock or oxygenate,
except:

1.

Oxygenate of the type and amount (or within the range
of amounts) specified by the registered supplier at the
time the AZRBOB was suppiied from the production or
import facility, or

Other AZRBOB for which the same oxygenate type and
amount (or range of amounts) was specified by the reg-
istered supplier at the time the AZRBOB was supplied
from the production or import facility.

D. Quality audit requirements for a registered supplier supplying
AZRBOB from its production or import facility. Each regis-
tered supplier supplying AZRBOB from its production or
import facility shall conduct a quality assurance sampling
and testing program substantially satisfying the requirements
in 40 CFR 80.69(2)(7) as it existed on July 1, 1996, but mod-

ified as follows:

1. Change “RBOB™ to “AZRBOB”; and

2. Change in the Ist paragraph “...using the methodology
specified in § 80.46...” to “...using the methodology
specified in R20-2-759...”; and

3. Change in paragraph {a)(7)(ii) “{within the correlation

ranges specified in § 80.65(e}2)(1)” to “(within the
ranges of the applicable test methodsy”. 40 CFR
80.69(a)(7) as it existed on Fuly 1, 1996, is incorporated
by reference.

E. Requirements for oxygenate blenders.

1.
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Requirement to add oxygenate to AZRBOB, Whenever
an oxygenate blender receives AZRBOB from a transf-
eror to whom the oxygenate blender has represented that
oxygenate will be added to the AZRBOB, the oxygenate
blender saust shall add to the AZRBOB oxygenate of the
types and amount {or within the range of amounts) iden-
tified in the documentation accompanying the AZR-
BOB.

Additional requirements for terminal blending. Any
oxygenate blender who makes a final blend of Arizona
CBG by blending any oxygenate with any AZRBOR in
any gasoline storage tank, other than a truck used for
delivering gasoline to retail outlets or bulk pur-
chaser-consumer facilities, shall, for each such final
blend, determine the oxygen content and volume of the
final blend prior to its Jeaving the oxygen blending facil-
ity, by collecting and analyzing a representative sample
of gasoline taken from the final blend, using methodol-
ogy set forth in R20-2-759.

Additional requirements for oxygenate blenders who.
blend oxygenate in trucks.

Any oxygen blender who obtains any AZRBOR in any
gasoline delivery truck shall conduct a quality assurance
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sampling and testing program substantially satisfying

the requirements in 40 CFR 80.69(e)(2) as it existed on

July 1, 1996, but medified as follows:

a.  Change “RBOB” to “AZRBOB”; and

b. Change in paragraph {e)(2)(iv) ... using the test-
ing methodology specified at § 80.46 ...” to “...
using the testing methodology specified in R20-2-
759...7; and

¢. Change in paragraph (e)}(2)(v) “(within the ranges
specified in § 80.70(b)(2)1)” to “(within the
ranges of the applicable test methedsy”. 40 CFR
80.69()(2) as it existed on July 1, 1996, is incorpo-
rated by reference.

Additional requirements for oxygenate blenders who in-

line blend oxygenate to pipelines using computer con-

trolled blending,
a. Any oxygenate blender who produces Arizona
CBG by blending oxygenate with AZRBOB into a
pipeiine using computer-controlled in-line blend-
ing shall, for each batch of Arizona CBG produced:
i.  Obtain a flow proportional composite sample
of the blended Arizona CBG subsequent to the
addition of oxygenate and prior to combining
the resulting Arizona CBG with any other gas-
oline;

ii. Determine the oxygen content of the Arizona
CBG by analyzing the composite sample

R20-2-759;
iii. Determine the volume of the Arizona CBG.

b. Inthe event the testing results for the Arizona CBG
indicate that it does not contain the specified type
and amount of oxygenate within the ranges of the
applicable test metheds the oxygenate blender
shall;

i.  Notify the pipeline to downgrade the Arizona
CBG to conventional gasoline or transmix
tankage upon arrival in Arizona;

1. Notify the director and begin an investigation B.

to determine the cause of the noncompliance;

iii. Collect spot samples each 2 hours during each
in-line blend of AZRBOB and oxygenate, and
analyze these spot samples within 12 hours,
until the cause of the non-compliance has
been determined and corrected to the satisfac-
tion of the director.

Record Keeping and Records Retention.

a. Each oxygenate blender shall maintain, for 5 years
from the date of each sampling, records showing
the sample date, identity of blend or product sam-
pled, container or other vessel sampled, the final
blend or shipment volume, and the oxygen content

this-Astiele, All Arizona CBG blended by the oxy-
genate blender and not tested as required by this
Section shatl be deemed to have an oxygen content
exceeding the standards specified in R20-2-751
end-RI0-2-75501, or exceeding the comparable
PM averaging limits if applicable, unless the oxy-
genate blender demonstrates that the Arizona CBG
meets those standards and limits.

b.  An oxygenate blender shall provide to the director
any records required to be maintained by the oxy-
genate blender pursuant to this subsection within
20 days of a written request from the director if the
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R20-2-756.

N te Blendstocks
within 24 hours using the methodology of Ai:moxygena e Benasioc

R20-2-757,
Retention

as determined in accordance with R20-2-759 of A

request is received before expu‘atxon of the penod'. | R
during which the records are required fo be maijti~ "~ -
tained. Whenever an oxygenate blender fails to -

provide records regarding a blend or shipment of
Arizona CBG in accordance with the requirements
of this Section, the final blend or shipment of Ari-
zona CBG shall be presumed to have been sold by
the oxygenate blender in violation of the standards
in R20-2-751 endR20-2-75%-04, or exceeding the
comparable PM averaging limits if applicable,
unless the oxygenate blender demonstrates that the
Arizona CBG meets those standards and limits.

6. Notification requirement. An oxygenate blender shall
notify by-faesimile the director by facsimile prior to the
beginning of transport of Arizona CBG or AZRBOB
into area A by means other than a pipeline.

7. Quality Assurance/Quality Control (QA/QC) Program,
Each oxygenate blender shall develop a QA/QC pro-
gram to demonstrate the accuracy and effectiveness of
the oxygenate blender’s laboratory testing. The QA/QC
program shall be submitted to the director for approval
at Jeast 3 months prior to transport of Arizona CBG. In
lieu of the QA/QC program, oxygenate blenders may
opt to comply with the independent testing requirements
of R20-2-752(F).

Downstream Blending of Arizena CBG with

No person may combine Arizona CBG which has been sup-

plied from a production or import facility with any nonoxy-

genate blendstock, other than vapor recovery condensate,
unltess the person can affirmatively demonstrate that:

1. The blendstock that is added to the Arizona CBG meets
all of the Arizona CBG standards without regard to the
properties of the gasolire to which the blendstock is
added, and

2. The person meets with regard to the blendstock all
requiremenis in this ertele Article applicable to produc~
ers of Arizona CBG.

Notwithstanding subsection (A) of this Section, a person may
add nonoxygenate blendstock to a previously certified batch
or mixture of certified batches of Arizona CBG that does not
comply with 1 or more of the applicable per gallon standards
contained in R20-2-751(A) and-R20-2-75+-6HA) where the
person obtains the prior approval of the director based on a
demonstration that adding the blendstock is a reasonable
means of bringing the gasoline into compliance with the
applicable per gallon standards for Arizona CBG. The oxy-
genate blender or registered supplier shall certify the
reblended Arizona CBG.

Product Transfer Documentation; Records

On each occasion when any person transfers custody or title

to any Arizona CBG or AZRBOB, other than when gasoline

is sold or dispensed at a service station or fleet vehicle fuel-

ing facility, the transferor shall provide to the transferee doc-

uments which include the following information:

1. The name and address of the transferor,

2. The name and address of the transferee,

3. The volume of Arizona CBG or AZRBOB which is
being transferred,

4. The location of the Arizona CBG or AZRBOB at the
time of the transfer,

5. The date of the transfer,

6. Product transfer document number,
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7. The proper identification of the gasoline as Arizona

CBG or AZRBOB,

The minimum octane rating,

9. The applicabie Federal Complex Model VOC and NO,
reduction percentage standards contained in R20-2-
T51(A) . with which the Arizona
CBG or AZRBOB conforms.

10. For oxygenated Arizona CBG designated for sale for
use in motor vehicles from November 1 through March
31, the type and quantity of oxygenate contained in the
Arizona CBG.

11. In the case of AZRBOB for which oxygenate blending
is intended:

a  Identification of the product as AZRBOB, and a
statement that the AZRBOB does not comply with
the standards for Arizona CBG without the addi-
tion of oxygenate,

b, The designation of the AZRBOB as suitable for
blending with:

i.  Any oxygenate,

ii. Etheronly, or

iii. Other specified oxygenate type or types and
amaount or amounts.

¢. The oxygenate type or types and amount.or
amounts which the AZRBOB requires in order to
meet the properties claimed by the registered sup-
plier of the AZRBOB, and the applicable volume
percent oxygenate and weight percent oxygen con-
tent specifications;

d. Instructions that the AZRBOB may not be com-
bined with any other AZRBOB except when hav-
ing the same requirements for oxygenate type or
types and amount or amounts.

A registered supplier, 3rd-party terminal, or pipeline may
comply with this requirement by the use of standardized
product codes on pipeline tickets, The codes specified for the
Arizona CBG or AZRBOB shall be identified in a manual
that is distributed to transferees of the Arizona CBG or AZR-
BOB and sets forth all of the required information for the
Arizona CBG or AZRBOR.
Any person identified in subsection (A) of this Section with
the exception of registered suppliers, oxygenate blenders,
3rd-party terminals and pipelines, shall retain product trans-
fer documents for each shipment of Arizona CBG or AZR-
BOB transferred during the previous 24 month period. The
documentation for the transfers or deliveries made during the
preceding 30 day period shall be maintained at the business
address listed on the product transfer document, Documenta-
tion for the remainder of all transfers or deliveries for the pre-
ceding 24 months shall be available within 2 working days
from the time of request by the director. Registered suppliers,
oxygenate blenders, 3rd-party terminals, and pipelines shal
retain product transfer documents for each shipment of Ari-
zona CBG or AZRBOB transferred during the previous 60
month period. The documentation for the transfers or deliver-
ies made during the preceding 30 day period shall be main-
tained at the business address listed on the product transfer
document. Documentation for the remainder of all transfers
or deliveries for the preceding 60 months shall be available
within 2 working days from the time of request by the direc-
tor,

All documents requested for review by 2 Department official,

upon request, shall be photocopied and presented to the

Department.

w0

R20
A.

R26
A.

R206-2-760.
A.
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-2-758.  Adoption of Fuel Certification Models

The following documents are incorporated by reference and

on file with the Office of the Secretary of State. These docu-

ments do not include any later amendments or editions. Cop-~
ies of each are available from the department,

1. The California Predictive Model (PM), California Air
Resources Board’s “California Procedures for Evalyat-
ing Alternative Specification for Phase 2 Reformulated
Gasoline Using the California Predictive Model,” as
adopted April 20, 1995 (hereafter Predictive Model Pro-
cedures).

2. The Federal Complex Model as contained in 40 CFR
80.45, Juiy 1, 1996,

-2-739.  Testing Methodologies

Except as provided in subsections {C) and (D), Arizona CBG
or AZRBOB certified as meeting standards under R20-2-751,
Table 1 er-R26-2-751:04;-Fable3 shall be tested with testing
methodologies required by 13 California Code of Regula~
tions, Section 2263, incorporated by reference as of Yanuary
1, 1997

Except as provided in subsection (C), Arizona CBG or AZR-
BOB certified as mesting standards under Table 2 shall be
tested with methods required by 13 California Code of Regu-
lations, Section 2263, incorporated by reference as of Jenuary
1, 1597.

Registered suppliers, oxygenate blenders and 3rd-party ter-
minals certifying gasoline prior to transport to Maricopa
County shall measure oxygenate using ASTM D-4815-96
procedures and RVP using ASTM D4814 standards. For gas-
oline located within Maricopa County, oxygenate shall be
measured using ASTM D-4815.96 and RVP shall be mea~
sured using ASTM D5191-96.

Except as required in subsection (C), a registered supplier of
Arizona CBG or AZRBOB may certify Type 1 oe-Fype-3
gasoline produced or imported at any specific facility using
the federal test methods contained in 40 CFR 80.46(a)
through (g) provided that these are the only test methods used
by that registered supplier for Arizona CBG or AZRBOB
certified at that facility.

Compliance Surveys

Each registered supplier who elects to certify Arizona CBG

or AZRBOB to meet any averaging standard under R20-2-

751 or-R26-2-751:0% shall conduct a program of compliance

surveys in accordance with a survey program plan which has

been approved by the director. Such approval shall be based
upon the survey program plan meeting the following criteria:

1. The survey program shall consist of surveys which shall
oceur during the following time periods:
a7 3 £l x £
b Frem from and after May 1, 1999:

8. Two surveys during the period May 1 through
September 15 of each year; and

#h. Two surveys during each period of November
1 through March 31.

2. The survey program shall meet the criteria stated in sub-
section (B) of this Section.

3. Inthe event that any registered supplier fails to conduct
an approved survey program, the director shall issue an
order requiring that person comply with all applicable
standards on a per-gallon basis for a period of at least 6
months, extending through the end of the survey period
identified in paragraph (1) of this subsection ending on
or after the end of that 6 month period. This requirement
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to achieve compliance with per-gallon standards shall
apply from the beginning to the beginning of the appli-
cable survey periods for which the failure occurs,
regardless of when during that period the failure to sur-
Vvey 0CCuIs.

B. General survey requirements.
1.

A survey shall consist of all samples that are collected
pursuant to the applicable survey design during any con-
secutive 7-day period and that are not excleded under
paragraph (6) of this subsection.

A survey shall be representative of all Arizona CBG
gasoline which is being dispensed in area A as provided
in subsection (F) of this Section.

A VOC survey shall consist of any survey conducted
during the periods identified in (A)(1)@) and
AYDE).

A NO, survey series shall consist of any survey con-
ducted during the periods identified in (A)1){a) and
(A)(1)(b) ().

Each: sample included in a survey shall be analyzed for
oxygenate type and content, olefins, sulfur, and aro-
matic hydrocarbons, E200, E300, and RVP in accor-
dance with the methodologies specified in R20-2-759.
RVP should be analyzed during the time period of June
: < May 1 through
September 15 from and after May 1, 1999,
The results of each survey shall be based upon the
results of the analysis of each sample collected during
the course of the survey, unless the sample violates the
applicable per-gatlon maximuem or minimum standards
for the parameter being evaluated plus any enforcement
tolerance that applies to the parameter.

Any sample from a survey that violates any standard
under R20-2-751 er-F26-2-755L64, or that constitutes
evidence of the violation of any prohibition or require~
ment under this Article, may be used by the director in
an enforcement action for such violation.

Each laboratory at which samples in a survey are ana-
lyzed shall participate in a correlation program with the
director to ensure the validity of analysis results.

C. The resuits of each Federal Complex Model VOC emissions
reduction survey shall be determined as follows:
1.

For each Federal Complex Model sample from the sur-
vey series, the VOC emissions reduction percentage
shall be determined based upon the tested parameter val-
ues for that sample and the appropriate methodology for
calculating VOC emissions reduction at 40 CFR §
80.45, as adopted by reference under R20-2-758;

Area A shall have failed the Federal Complex Model
VOC survey if the VOC emissions reduction percentage
average of all survey samples is less then the applicable
per-gallon standard for VOC emissions reduction.

P.  The resuits of each NO,, emissions reduction survey and sur-
vey series shall be determined as follows:
1.

For each sample from the survey and survey series, the
NO, emissions reduction percentage shall be deter-

mined based upon the tested parameter values for that
sample and the appropriate methodology for calculating
NO, emissions reduction at 40 CFR § 80.45 as adopted

by reference under R20-2-758, and

Area A shall have failed the NO, survey or survey series
if the NO, emissions reduction percentage average for
all survey samples is less than the applicable Federal

Notices of Proposed Rulemaking

Complex Model per-gallon standard for NO, emissions
reduction.

E. Each survey program shall:

L.
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Be planned and conducted by a person who is indepen-
dent of the registered supplier (hereafter referred to as
the surveyor). In order to be considered independent:

a. The surveyor shall not be an employee of any reg-
istered supplier,

b, The surveyor shall be free from any obligation to or
interest in any registered supplier, and

¢.  The registered supplier shall be free from any obli-
gation to or inferest in the surveyor.

Inciude procedures such that the number of samples

included in each survey assures that the average levels

of oxvgen, RVP, aromatic hydrocarbons, olefins, T50,

T90, and sulfur are determined with a 95% confidence

level, with error of less than 0.1 psi for RVP, 0.1% for

oxygen (by weight), 0.5% for aromatic hydrocarbons

(by volume), 0.5% for olefins (by volume}, 5°F. for T50

and T90, and 10 ppm for sulfur;

Require that the surveyor shall:

a.  Except as provided in subsection (F) of this Sec-
tion, not inform anyone, in advance, of the date or
location for the conduct of any survey;

b.  Upon request by the director made within 30 days
following the submission of the report of a survey,
provide a duplicate of any gasoline sample taken
during that survey to the director at a location to be
specified by the director, each sample to be identi-
fied by the name and address of the facility where
collected, the date of collection;

¢. Al aay time permit any representative of the direc-
tor to monitor the conduct of the survey, including
sample collection, transportation, storage, and
analysis.

Require the surveyor to submit to the director a report of

each survey, within 30 days following completion of the

survey, such report to include the foHowing informa-
tion:

2. The identification of the person who conducted the
SUrvey;

b. An attestation by an officer of the surveyor com-
pany that the survey was conducted in accordance
with the survey plan and that the survey results are
agcurate;

¢. If the survey was conducted for 1 registered sup-
plier, the identification of that party;

d.  The identification of the area surveyed,

The dates on which the survey was conducted;

The address of each facility at which a gasoline

sample was ¢ollected, and the date of collection;

g. The results of the analyses of Federal Complex
Model samples for oxygenate type and oxygen
weight percent, aromatic hydrocarbon, and olefin
content, £200, E300, and RVP, the calculated VOC
and NOy emissions reduction percentage for each
survey conducted during the applicable periods
identified in paragraph (A)(1) of this Section;

h. The name and address of each laboratory where
gasoline samples were analyzed;

i. A description of the methodology utilized to select
the locations for sample collection and the numbers
of samples collected.

j.  For any samples which were excluded from the
survey, a justification for such exclusion; and

th o
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k. For each survey conducted during the period June 1
through September 15, the average Federal Com-
plex Model VOC emissions reduction percentage,
and the average Federal Complex Model NOx
emissions reduction percentage for samples col-
lected during the period November 1 through
March 31.

¢ Thatit has conducted a quality assurance sampling
and testing program, as described in subsection (C)
of this Section, except that any person who trans-
fers Arizona CBG or AZRBOB but does not
assume title may rely on the quality assurance pro-
gram carried out by another party, including the
party that owns the Arizona CBG or AZRBOB in
question, provided that the quality assurance pro-

F. Each survey shail be commenced on a date selected by the . )
director no earlier than 10 business days before the beginning gram h s ca:mefi out properly. . L
date of the survey. 2. Wherc a viclation js found at a facility which is operat-
L ing under the corporate, trade or brand name of a regis-
G. The procedure for seeking director approval for a survey pro- tered supplier, that registered supplier must show, in
gram plan shall be as follows: addition to the defense elements required by paragraph

1. The survey program plan shall be submitted to the direc- (B)(1) of this Section, that the violation was caused by:
tor for the director’s approval no later than January I to a  An act in violation of law other than the AR.S.
cover the period of May 1 through March 31 of each Title 41, Chapter 13, Article 6, er this Article, or an
year; and act of sabotage or vandalism;

2. Such submittal shall be signed by a responsible corpo- b. The action of any person in violation of a contrac-
rate officer of the registered supplier, or in the case of 2 tual undertaking imposed by the registered suppiier
comprehensive survey program plan, by an officer of designed to prevent such action, and despite peri-
the organization coordinating the survey program. odic sampling and testing by the registered supplier

H. No later than April 1 of each year, the contract with the sur- to ensure compliance with such contractual ebliga-

veyor to carry out the entire survey plan for the next summer tion; or
and winter season shall be in effect, and an amount of money ¢. The action of any person who transfers Arizona
paid by the registered supplier necessary to carry out the CBG or AZRBOB but does not assume title not
entire survey plan shall be paid to the surveyor or placed into subject to a contract with the registered supplier but
ant eserow account with instructions to the escrow agent to engaged by the registered supplier for transporta-
pay the money over to the surveyor during the course of the tion of Arizona CBG or AZRBOB, despite specifi-
conduct of the survey plan. No later than April 15 preceding cation or inspection of procedures and equipment
the period in which the surveys will be conducted, the direc- by the registered supplier which are reasonably cal-
tor shall be given a copy of the contract with the surveyor, culated to prevent such action.

proof that the money necessary to carry out the plan has 3. To show that the violation was caused by any of the

either been paid to the surveyor or placed into an escrow specified actions, the party must demonstrate by reason-

account, and if placed into an escrow account, a copy of the ably specific showings, by direct or circumstantial evi-

eSCrow agreement, dence, that the violation was caused or must have been
o . i caused by another person.

R20-2-761. I.,:ab;hty for Noncompl.lant Ga?sohne . C. Quality assurance program. In order to demonstrate an

A. Persons liable. Where the gasoline designated as Arizona acceptable quality assurance program for Arizona CBG or

CBG or AZRBOB is found to be noncompliant with the pro- AZRBOB at all points in the gasoline distribution network,

visions of R20-2-751 er-R26-2-751:04, the following persons other than at service stations or fleet owner facilities, 2 party

shall be deemed liable for such violation: must present evidence:

1. Fach person who owns, leases, operates, controls or 1. Ofaperiodic sampling and testing program to determine
supervises the facility where the noncompliant gasoline if the applicable maximum or minimum standards as
is found, reflected in R20-2-751 and-R20-2-75%:01 are met, and

2. Each registered supplier whose corporate, trade, or 2. That on each occasion when Arizona CBG or AZRBOB
brand name, or whose marketing subsidiary’s corporate, is fourd in noncompliance with 1 of the requirements
trade, or brand name, appears at the facility where the teferred to in paragraph (CY(1) of this Section:
noncompliant gasoline is found; a. The party immediately ceases selling, offering for

3. Each person who manufactured, imported, sold, offered sale, dispensing, supplying, offering for supply,
for sale, dispensed, supplied, offered for supply, stored, storing, transporting, or causing the transportation
transported, or caused the transportation of any gasoline of the violating product; and
which is in the storage tank containing gasoline found to b.  The party promptly remedies the violation by abid-
be in noncompliance. ing by the provisions of this Article.

B. Defenses.

R20-2-762. Penalties

Any person who violates any provision of this Article shalf be sub-
ject to any or ali of the following:

L. A person who would be liable under subsection (A) of
this Section, shall be deemed not in violation if that per-
son can demonstrate:

Volume 3, Issue #45

a. That the violation was not caused by the regulated
party or its employee or agent;

b, That product transfer documents account for ail of
the gasoline in the storage tank found in viclation
and indicate that the gasoline met applicable
requirements; and

Page 3106

1. Prosecution for a Class 2 misdemeanor pursuant to
AR.S. §41-2113(B)X4).

2. Civil penalties in the amount of $500 per infraction pur-
suant to A.R.S. § 41-2115,

3. Stop-use, stop-sale, hold and removal orders pursuant to
ARS, § 41-2066(A)(2).
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TABLE 1 - TYPE 1 GASOLINE STANDARDS

Non-averaging Averaging Option
Option
A B C b
Fuel Property** Per Gallon Average Minimum Maximun
(minimum) {per gallon) {per gallon)

VOC Emission Reduction (%) >217.5 >29.0 >25.0 N/A
May 1 - Sept 15
NO,, Emission Reduction (%) >5.5 6.8 >3.0 N/A
May 1 - Sept 15
NO, Emission Reduction (%) >0.0 >1.3 >2.5 N/A
Sept 16 - April 30
Oxygen, ethanol, (% by weight unless
otherwise noted)
Nov 1- Mar 31 10 % ethanol by vol. N/A 10 % ethanot by vol. 4.0
April 1 - Oct 31 2.0 2.1 1.5 4.0
Oxygen, other than ethanol,
(% by weight)
Nov - Mar 31 2.7 N/A 2.7 3.5%
April 1-Oct 31 2.0 2.1 1.5 27
* Maximum oxygen content must comply with the EPA oxygenate wajver requirements.
** Dates represent compliance dates for service stations and fleet owners.
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TABLE 2 - TYPE 2 GASOLINE STANDARDS

Averaging Option Non-averaging
Option
A B C
Fuel Property Maximum Averaging Flat Standard * Units of
Standard Standard* (per gallon Standard
(per gallon) meaximum)
Sulfur Content 80 30 40 Parts per million
by weight
Olefin Content 10.0 4.0 6.0 % by volume
90% Distillation 330 290 300 Degrees
Terperature (T90) Fahrenheit
50% Distillation: 220 200 210 Degrees
Temperature (T50) Fahrenheit
Aromatic Hydrocarbon Content 30.0 22.0 250 % by volume
Oxygen, ethanol
Nov 1- Mar 31 10% ethanol e 10% ethenol % by vol.
April 1 - Oct 31 2.7 -~ A Rt % by weight
Oxygen, other than ethanol
Nov 1- Mar 31 3.5%* - 3.5%* % by weight
April 1 - Oct 31 2.7 - 2. 7%+ % by weight
* In lieu of the standards in columns B and C, registered suppliers may opt to comply with the standards contained in R20-2-
751(D), (E) and (F) -and-R2G-2-75-6HD3 for the use of the PM.
**  Maximum oxygen content must comply with the EPA oxygenate waiver requirements.
**% The gasoline produced in accordance with the Non-averaging Option must comply with 2 per gallon minimum oxygen content of
1.8% by weight April 1 - October 31.
NOTE: Dates represent compliance dates for service stations and fleet owners,
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NOTICE OF PROPOSED RULEMAKING

TITLE 20. COMMERCE, BANKING, AND INSURANCE
CHAPTER 8. GREATER ARIZONA DEVELOPMENT AUTHORITY
PREAMBLE
1. Sections Affected Rulemaking Action
Article 1 New Article
R20-8-101 New Section
R20-8-102 New Section
R20-8-103 New Section
R20-8-104 New Section
Article 2 New Article
R2(-8-201 New Section
R20-8-202 New Section
R20-8-203 New Section
R20.8-204 New Section

2. The specific authority for fhe rulemaking. including both the awthorizing statute (general) and the statufes the rules are
implementing (specific);
Authorizing statute: AR.8.§ 41-1554.04

Implementing statute: A.R.S. §§ 41-1554.04, 41-1554.05 and 41-1554.06

3. Thename and address of agency personnel with whom persons may communicate resarding the rulemaking:
Name: Carol Sanger, Executive Director

Address: ‘Greater Arizona Development Authority
3800 North Central Avenue, Suite 1650
Phoenix, Arizona 85012

Telephone: (602) 280-1360
Fax: (602) 280-8125
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An explanation of the rule, including the agency’s reasons for initiating the rule:

During its 1997 session, the Arizona state legisiature established the Greater Arizona Development Authority for the purpose of
making funds available to provide technical assistance to infrastructure projects of political subdivision, Indian tribes, and spe-
cial districts, and financial assistance for infrastructure projects of political subdivisions and Indian tribes. These proposed rules
are necessary to effect that statutory purpose.

A.R.S. § 41-1554.04 provides that the Greater Arizona Development Authority (Authority) shall establish application forms for
technical and financial assistance, a procedure to review and approve or disapprove applications for technical and financial
assistance, criteria by which technical and financial assistance will be awarded, and a means to prioritize applications for techni-
cal and financial assistance. A.R.S. § 41-1554.05(C) provides that the Authority shall establish an application process and
method of determining the allocation of technical assistance in accordance with AR.S. § 41-1554.04. Finally, AR.S. § 41-
1554.06 provides for a number of requirements that applicants for financial assistance must meet to receive financial assistance
from the Authority.

showing of sood cause why the rule is necessary to promoie a statewide interest if the rule will diminish a previous grant of
anthority of 2 political subdivision of this state:

The rule does not diminish a previous grant of authority to a political subdivision of this state.

The preliminary summary of the economic, small business. and consumer impact:

The impact is expected to be positive. While smeall business and consumers may have user rates and fees increased to pay for the
new infrastructure financed by the Greater Arizona Development Authority, the net effect is expected to be positive for 3 rea-
sons:

(1} The projects will be developed more quickly with GADA. participation, thereby accelerating the benefits to the local com-
THUDILY.

(2) The Authority will provide financial support and technical assistance to local communities for infrastructure development.

(3) The projects will be financed at a lower interest rate that will be passed on to local taxpayers in the form of lower user fees or
taxes.

GADA borrows money from the public debt markets at lower rates than most Arizona comnunities can obtain on their own,
GADA gets lower rates because, in addition to pooling together multiple borrowers into 1 issue, GADA provides 3 levels of
security to investors:

(1) The pledge of the GADA fund,
(2) An intercept of state-shared revenues,
(3) The pledge of principal and interest payments from the loans GADA makes to Arizona Communities.
The GADA Pund is funded by a 3-year appropriation from the General Fund as follows:
$2.8 million in FY 97-98,
$8.0 million in FY 98-99, and
$9.0 million in FY 99-00,

These funds remain in the state under the investment control of the State Treasureg"s Office. Together with the security men-
tioned above, the $19.8 million is expected to support approximately $100 million in financing that will be used for infrastruc-
ture projects in Arizona.

Because of the wide range of possible projects with varying local impacts, it is difficult to estimate or generalize about the
potential economic impact of the Authority. It can be said that the Authority’s beneficial contribution will be in the acceleration
of the development of necessary projects. In some cases, the acceleration may be 2 years, in other case, longer. This allows the
community to begin utilizing this benefit at an earlier date to improve the economic well being of its residents and improve the
overall quality of life,

The name and address of agency personne} with whom persons may communicate regarding the accaracy of the economie,
small business, and consumer impact statement:

Name: Carol Sanger, Executive Director

Address: Greater Arizona Development Authority
3800 North Central Avenue, Suite 1650
Phoenix, Arizona 83012

Telephone: (602) 280-1360

Fax: {602) 280-8125
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The time, place. and nature of the proceedings for the adoption, amendment. or repeal of the rule or, if no proceeding is
schednled, where, when, and how persons may request an oral proceeding on the proposed rule:

A persott may submit written comments on the proposed rules or preliminary economic, small business, and consumer impact
statement to the person listed above no later than 5 p.m., December 10, 1997. Oral proceedings are scheduled as follows:

Date: December 8, 1997

Time: 1:30 p.m.

Location: Greater Arizona Development Authority Conference Room
3800 North Central Avenue, Suite 1650
Phoenix, Arizona 85012

Nature: Public hearing to receive oral comments.

Not applicable.

10. Incorperations by reference and their location in the rules:

None

11. The full text of the rules follows:

Any other matters prescribed by statute that are applicable to the specific agency or to anv specific rule or class of rules:

TITLE 20, COMMERCE, BANKING, AND INSURANCE

CHAPTER 8, GREATER ARIZONA DEVELOPMENT AUTHORITY

ARTICLE 1. TECHNICATL ASSISTANCE

R20-8-101. Definition

R20-8-102.  Application Process

R20-8-103. Eligibility Criteria

R20-8-104. Priority; Approval and Disapproval; Protest

i
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R20-8-101
In addition to the definitions prescribed in AR.S. § 41-1554, the

following definitions apply in this Article;

WNovember 7, 1997

ARTICLE 2. FINANCIAL ASSISTANCE

test
ARTICLE 1. TECHNICAL ASSISTANCE

Definitions

[

‘Adminigtratively _complete” means that an applicant
has_completed the application for technical assistance
and provided all of the required information.
“Applicant” means a political subdivision, special dis-
trict, or Indian tribe that applies to the Authority for
technical assistance.

“Authority” means the Greater Arizona Development
Authority.

“Board” means the board of directors of the Authority.
“Economic overview” means an financial analysis of 2
proposed project for which technical assistance is being
requested based on public data and_information pro-
vided by the applicant.

“Infrastructure” means any facility located in this state
for public use owned by a political subhdivision. special
district or Indian tribe that retaine responsibility for its
operation and maintenance,

“Project” means the whole. or any distinguishable sep-
ment or segments, of 3 venture to construct or improve
infrastructure for which technical assistance is being
requested or provided.

“Staff” means the Executive Director and the Finance

Director of the Authority.
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R20:
R20-8-201. Definitions A.
R20-8-202.  Application Progess
R20-8-203. Eligibility Criteria
R20-8-204.  Prioritv; Approval and Disapproval; Funding: Pro-
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9. “Technical assistance round” means a period of time
established by the Board during which applications for
technical assistance are sent to potential applicants, sub-
mitied to the Authority, analvzed by staff, and submitted
1o the Board for approval or disapproval of technical

assistance,
-8-102  Application Process

The Board shall annually establish a due date by which apoli~

cations for technical assistance shall bs submitted for each

technical assistance round, and the number of technical assig-

tance rounds to be held in a given state fiscal year.

The Authority shall send solicitation letters to potential appli-

cants at least 60 days hefore applications are due. Other inter-

ested _persons may_submit requests to the Authority to be

placed on g mailing list 1o be utilized by the Authority in

sending out solicitation letters.

An_applicant shall provide the following information to the

Authority by the established due date for such applications on

a form provided by the Authority:

1. Contact Information for the applicant, including name,

address, and telephone number;

A deserintion of the kind of technical assistance being

requested and an estimate of the cost of the technical

assistance:

A detailed description of the project;

The estimated startine date, completion date, and pro-

ected cost of the infrastructure project for which the

technical assistance is being requested;

The projected sources and uses of funds for the infra-

structure profect, includine public and private in-kind

contributions: and

A list_of professional and outside service providers,

including their professional qualifications, who have

worked on_anv part of the project.

In addition o the application reguired in subsection (C). an

applicant _shall provide the following information to the

Authority by the established due date for such applications:

1. A planning document specific to the locality of the
project for which_ the. technical assistance is being
1eguested. that includes the project, such as a capital
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improvement plan. local strategic plan, or similar plan.
ning document;
If the project is listed on the project priority list of the
Water Infrastructure Finance Authority or on the
Department_of Transportation’s 5-Year State Plan. g
document evidencing this fact:
3. A resolution from the governing body of the applicant
stating the following:
a. The project is in the best interests of the residents,
b, The estimated economic impact on the community,
and
¢. The commitment of local funds, if applicable; and

4. The applicant’s most recent financial statements.

Staff shail analyze each application received on or prior to
the due date for applications for technical assistance to deter-
mine_whether the aoplication is administratively complete
and whether an applicant meets the eligibility criteria pre~
scribed in R20-8-103. _Applications for technical assistance
which are determined to be both administratively complete
and eligible for technical assistance under R20-8-103 shall be
submitted to the Board for prioritization and possible fund-
ing. Applications which are either not administratively com-
plete or do not meet the criteriz in R20-8-103 shall be
submitted to the Board with a recommendation that they be
disapproved.

Eligibility Criteria

2

To be eligible o receive technical assistance, an applicant shall
satisfy the following criteria:

1. The applicant is a political subdivision. Indian tribe, or
special district;

2. The technical assistance requested is in connection with

the development or financing of an infrastructure

project .

The application submitted is administratively complete:

The project for which the technical asgistance is being

requested has public support:

The project is part of an adapted comprehensive plan,

for example, a capital improvement plan, & local strate-

gic plan. or similar planning document:

The applicant has the capacity to provide managerial

support to the project; and

7. ‘The cost of the technical assistance does not exceed
10% of the total cost of the final project.

o

fn
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R20-8-104  Priority; Approval and Disapproval; Protest
A. The Board shall disapprove any application for technical

B.
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assistance which does not meet the eligibility criteria in R20-
8-103,

The Department of Commerce shall prepare an_sconomic
overview for each of the proiects eligible for technical assis-
tance that shall establish the economic context for the project
1o assist the Board in its evaluation of the relative economic
importance of each eligible project to the local community,
During each_technical assistance round, the Board shall
determine the order and priority of infrastructure projects for
which an eligible application for technical assistance which
has been received based on the following factors listed below
in order of importance. A project shall be given a higher pri-
ority to receive technical assistance if;

1. The project has been determined to be 2 likely candidate
for future financial assistance from the Authority based
upon an assessment made at the time of the application
by Staff of the applicant’s ability to access fower cost
funding from other sources:

i

i
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R20-8-201

2. The project is close to. construction and permanent
financing;

3. There is evidence of a high degree of certainty of the
project’s economic benefits and that the project is not
considered speculative based on the following:

a. The project builds on the existing economic base of
the community_as determined by the economic
overview;

b. There are partnerships, both public_and private,
providing financial and in-kind services, in support

of the project; and

¢ Thereis broad public support for the project.

The Board shall approve or disapprove each eligible applica-
tion for technical assistance based upon the priority list and
available funding for technical assistance. The Board may
fund all or a portion of a technical assistance request,
The Authority shall mail the Board’s written determination to
gach applicant within 90 days after the date that all applica-
tions for technical assistance were due,
For each approved profect, the Awthority shall establish a
date by which the commitment of the Autherity to provide
technical assistance expires. No technical assistance shall be
provided to an applicant’s approved project if the applicant
does not complete all required agreements with the Authority
on_or before that date,

An anplicant whose project for technical assistance is disap-

proved may file a protest with the Board as follows:

1. The applicant shall submit #s reasons for protesting the

decision of the Board, in writing, within 20 days of the

date of the Board’s written determination, in a lefter
addressed to the Chairman of the Board, with a ¢copy to
the Executive Dirgctor of the Authority,

The Authority shall review the substance of the protest

and respond, in writing, by mail, to the applicant, within

30 days. A cony of the response shall be distributed to

the Board,

Upon receipt of the Authority’s written response, the

applicant may reguest an opportunity to make a direct

presentation to the Board. The presentation shall be
scheduled for the next resular Board meeting.

Following the applicant’s presentation, the Board shall

decide whether to review the applicant’s request for

technical assistance. The Board shall, in writing, notify
the applicant of its final decision regarding the appli-
cant’s request for technical assistance.

ARTICLE 2. FINANCIAL ASSISTANCE

i

0

b=

Definitions

In addition to the definitions prescribed in A.R.S. § 41-1554, the
following definitions apply in this Article:

Page 3112

1. “Administratively_complete” means that an applicant
has filled out the application for financial assistance and
provided all of the required information.

~Applicant” means a political subdivision or Indian tribe
that applies to the Authority for financial assistance,
“Authority” means the Greater Arizona Development
Authority,

‘Board” means the board of directors of the Authority.

&

‘Dedicated revenue source” means the origin of money
committed by an Indian tribe to be used for repayment

of a loan repayment agreement.
“Economic evaluation” means an financial review con-

ducted by Authority staff based on public data as well as
information provided by the applicant.

November 7, 1997
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“Financial assistance round” means a period of time
established by the Board during which applications for
financial assistance are sent out to potential applicants,
retirned to the Authority, analvzed. and submitted to the
Board for approval or disapproval,

“Infrastructure” means any facility located in this siate
for public use owned by a political subdivision, special
district or Indian fribe that retains responsibility for its
operation and maintenance.

“Pledged revennes” means any monies to be recejved by
a political subdivision, including property taxes, other
local taxes, fee, assessments or charges pledged by a

political subdivision as a source for repavment of a loan
repayment agreement.

[

10. "Project means the whole or any distineuishable seg-

11

ment or segments of a publiclv-owned infrastructure
venture for which financial assistance is being requested

or provided,
“Staff” means the Executive Director and_the Finance
Director of the Greater Arizona Development Authority.

R286-8-202 - Application Process
A. The Board shall annually establish 2 due date by which appli-

cations for financial assistance shall be submitted for each
financial assistance ronnd, and the number of financial assis-

tance rounds to be held in 2 given state fiscal vear,

B. The Authority shall send solicitation letters to potential appli-
cants_af least sixty days before applications are due. Qther
interested persons may submit reguests to the Authority to be
placed on a mailing list to be utilized by the Authority in
sending out solicitation letters,

o

applicant shafl

rovide the following information to the

Authority by the established due date for such applications on

a form provided by the Authority;

1

2.

o

o

o

o
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Contact information for the applicant, including name,
gddress, and telephone number;

Financial statements, audits, or comprehensive annual
financial statements relatine to the applicant for the
applicant’s current fiscal vear;

Financial statements. audits, or_comprehensive annual
financial statements relating to the applicant for the pre-
vious 3 fiscal vears;

The proposed or estimated financial statement or bud-
get, and business plan or management plan for the cur-
rent and next fiscal years:

A summary of fees for the applicable enterprise funds
for the current and past 5 fiscal vears if not included in
I¢sponse to subsections (CY2), (3), and (4);

The source of pledsed revenues or dedicated revenue
souree to be used to repay the requested financial assis-
tance;

The amount of pledged revenues or moneyv collected
through the dedicated revenue source for each of the
previous S fiscal years:

An estimate of the amount of pledged revenues or
money that will be collected through the dedicated reve-
nue source for the corrent fiscal year:

A proicction of the amount of pledged revenues or
money that will be collected through the dedicated reve-
nue source for sach of the next 5 fiscal years;

A list of professional and outside service providers,
including their professional qualifications. that are
working or have worked on the project;

An egtimate of the proiect costs, including applicable
planning. design, and construction costs, as well as esti-

12

13

mated annual operation. maintenance. and replacement
COosts;

An estimated schedule of required disbursements of the
financial assistance: and

Any information that may have a nepative effect on the
applicant’s application, or on its financial condition,
including material information relating to other projects
undertaken by the applicant, pending lawsuits, and cuor-
rent investigations by state or federal authorities,

D. In addition to the application required in snbsection (C), an
applicant shall provide the following information to the
Authority by the established dne date for such applications:

1.

2.

2

4,

3.

=
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Copies of documentation relating to outstanding indebt.
edness, including official statements. financial assis-
tance agreements, and amortization schedules:

A detailed description of the project, with an explana.
tion of how the project complements the overall devel-
Copies of project feasibility studies, engineering
reports, prolect designs, rate studies. and related
material;

A detailed timeline for the profect; and

A planning document specific to the locality of the

project for which the financial assistance is being

requested that includes the project, such as a capital

improvement plan, local strategic plan, or similar

planning decument:

A resolution of the governing body of the applicant that

provides:

That the project is in the best interests of its resi~

dents;

b.  Anvcommitment of local funds to be considered as
part of the project evaluation; and

c. If a political subdivision, confirmation of the
pledge of the state.shared revenues;

For a political subdivision, a written commitment by its

governing body to complete all applicable review and

approvals and 1o secure all required permits in a Himely

manner;

For a political subdivision. svidence of voter approval to

incur debt in connection with the project:

a. If the election for voter authorization has been

B held. a copy of the ballot evidencing voter authori-
zation for the debt in connection with the project

and _official action canvassing the results of the
election;

b. If the election for voter authorization is scheduled
to be held after the application date, sample ballot
language and evidence of 2 plan to obtain voter
authorization for the debt to be incurred in connec-
Hon with the project;

For a political subdivision, if voter approval has been
obtained for substantially the same project but with a
different funding source within the Iast 12 months, evi-
dence of that approval in lieu of that required by subsec-
tion {D)5); and
For an Indian tribe, evidence of the current or proposed
gstablishment of a dedicated revenue scurce under the
control of 2 tribally chartered corporation or other tribal
entity subiect to_suit by the Attorney General, or evi-
dence that additional assets that are subject to execution
by the Attorney General without the waiver of any ¢laim
of sovereign immunity by the Tribe have been desig.
nated additional security,

[&

o =

i

Volume 3, Issue #45




Arizona Administrative Register

E.

R20-8-203

Notices of Proposed Rulemaking

Staff shall analyze each application received on or prior to
the due date for applications for financial assistance to deter-
mine whether the application is administratively complete
and whether an applicant meets the eligibility criteria
deseribed in R20.8-203. Applications for financial assistance
which are determined to be both administratively complete
and eligible for financial assistance under R20-8-203 shall be
submitted to the Board for prioritization and possible fund-
ing. Applications which are gither not administratively com-
plete or do not meet the criteria in R20-8-203 shall be
submitted to the Board with a recommendation that they be
disapproved.

Eligibility Criteria

To be eligible to receive financial assistance. an applicant shall
satisfy the following criteria:

R20.8-204

1. The applicant is either a political subdivision or an
Indian tribe;

The project for which financial assistance is_being
requested Is an infrastruchure project;

The application is administratively complete;
The_applicant hag demonstrated that the financial assis-

tance can be repaid and the level of security pledeed to
the loan is consistent with A.R.S. § 41-1554.06 4

rough AR.S. § 41-1554.06(D)(6):

The applicant has shown that the project is ready for
construction and the applicant is ready to proceed;

The applicant has provided evidence that the project has
public support;

The applicant has provided evidence that the project is
part_of an adopted comprehensive plan,_for exaraple, 3
capital improvement plan. local strategic plan, or similar
planning document; and

The applicant has the capacity to manage, construct, and

Priority; Approval and Disapproval; Funding:

fa
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The Board shall disapprove an application for financial assis-
tance which does not meet the eligibility criteria in R20-8-

208.

To assist the Board. the Department of Commerce shall pre-
pare an economic evaluation for each of the projects deter-
ined to be eligible for financial assisiance that analyzes the
economic contribution of the project to fhe local community
and identifies opporfunity costs associated with not doing the
proiect,

During each finaneial assistance round. the Board shall deter-
mine the order and priority of infrastmicture projects for
which eligible applications for financial asgistance have been
submitted baged on the following factors which are listed
below in order of importance. A project shall receive 2 higher
priority to receive financial assistance for each of the follow-
ing

=
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1. The applicant demonstrates strong credit worthiness and
ability to repay the obligation: for example. the appli-
cant has a coverage ratio of at least 1 or a debt service
reserve consisting of a set aside of 1 vear of projected
principal and interest payments;

2. The applicant has little or no_acoess to_slternative fund-

ing sources at the same or lower interest rate as provided

by.the Authority;

There is evidence of a high degree of certainty of the

project’s economic henefits based on the economic eval-

nation prepared by the Department of Commerce, the
context of the project within the local planning docu-
ment submitted by the applicant, and the public suopo
for the proiect: or

The purpose of the project is for 1 of the following:

a. Public health or safety reasons;

b.  Current identified infrastructure needs: or

¢. Future identified infrastructure needs.

Ihe Board shall approve or disapprove each application for
financial assistance based upon the priorty list and available
funding for financial assistance. The Board mav approve
funding all or a portion of a financial assistance request. Dis-
bursement of funds to an anproved applicant shall only ocour
upon the applicant’s agreement with the terrns and conditions
established by the Board in accordance with ARS § 41~
1554.06. .

The Authority shall mail the Board’s written determination to
each applicant within 90 days sfter the date that applications
for financial assistance were due.

For each approved project, the Authority shall establish a
date by which the commitment of the Authority to provide
financial assistance expires. No financial assistance shali be
provided for an applicant’s approved project if the applicant
does not complete all necessary agreements with the Author-
ity on or before that date, :
An applicant whose project for financial assistance is digap-
proved may file a protest with the Board as follows;

1. The applicant shall submit its reasons for protesting the
decision of the Board,_in writing, within 20 days of the
date of the Board’s written determination. in a letter
addressed to the Chairman of the Board, with a copy to
the Executive Dirgctor of the Authority,

The Auvthority shall review the substance of the protest
and respond, in writing, by mail, to the applicant, within
30 days. A copy of the response shall be distributed to
the Board.

3. Upon receipt of the Anthority’s written response, the
applicant may request an opportunity to make a direct
presentation to the Board, The presentation shall be
scheduled for the next regular Board meeting,
Following the applicant’s presentation. the Board shall
decide whether to review the applicant’s request for
financial assistance, The Board shall, in writing, notify
the, applicant of its final decision reparding the appli-

cant’s request for financial assistance,
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